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We accept no advertisements from in- 
surance institutions of any character, for 
this, or any other of our Publications. 





(Preserve this issue for future reference. An 
index of reports in this and all previous issues 
of this volume will be found at the end of this 


issue.) 
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EDITORIAL SECTION 





THE PROGRESS OF LIFE INSURANCE. 


One of our subscribers recently asked us to ex- 
plain: : 

‘ The reason or causes for the-abnormal increases 
in the amount of life insurance written and in force 
during the past few years?” 


Our reply was that it was not abnormal, but was 
the effect of a development resulting from many 
causes. 

The fact that the 11formation was wanted for one 
of our largest trust companies made the inquiry an 
interesting one, hence this reference to it editorially. 

The development of the life insurance business, 
especially in recent years, is probably due more to 
confidence in it, and an awakening of the public to a 
realization of its value, than any other single fact. 

The distress caused by the influenza epidemic, 
especially its effect upon the lives of almost physi- 
cally perfect adults between the ages of 20 to 35, 
many of whom were woefully under-insured, was a 
practical lesson of lasting educational benefit about 
which much has been written; likewise the great 
persuasive advertising resulting from the Govern- 
ment’s War Risk Insurance. Both of these occur- 
rences happened when the mind of the public was 
highly sensitive to impressions, especially to those 
of a self-protecting nature. 

It is, however, not only the mind of the public 
that has been awakened to the necessity for life in- 
surance; marked progress has also been made by 
life insurance men themselves, particularly those 
engaged in soliciting and the officers of companies 


closely in touch with that branch of the business. 
(Continued on next page.) 
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THE PROGRESS OF LIFE INSURANCE— 
(Continued). 

The scientific training of agents, now so generally 
in vogue, and the sales congresses which are so 
closely related thereto, has had the effect of ma- 
terially changing the manner of presenting the life 
insurance proposition, which has opened the eyes 
of many who have been blind to its complete useful- 
ness. 

However, the tap root of legal reserve life insur- 
ance is the unshakable confidence in its ability to 
meet (and with a margin) all of its contractua! 
obligations. 

All great happenings are the result of many 
and the expansion in the 
amount of life insurance written is no exception. 

Life insurance in the United States prior to 1900 


causes recent great 


was generally looked upon only as a means for the 
‘To-day that 
phase of the business, essential as it is, is only a 


protection of the widow and orphan. 


part of the service that it renders. 


Business requires it. 
Banks demand it. 

Labor profits by it. 

Taxes are equalized by itt. 


To-day, life insurance is a service that enters into 


almost everything worth while. Its progress has 
not been abnormal, but rather indicates the position 
it is eventually to occupy. 

Much responsibility rests upon agents and insur- 
ance officials if the lessening of real insurance ser- 
vice is to be prevented; it is service rather than 
volume that really counts and if the service is ren- 
dered the volume will continue to increase. 


AN INSURANCE COMMISSIONER WITH 
A BACKBONE. 

Probably the most recent illustration of official 
courage on a life insurance question is the action 
taken by the Insurance Commissioner of Colorado 
after the “hearing” on charges filed against the 
Mountain States Life Insurance Company of Den- 
ver, by M. G. Hodnette. 

This case (which is reviewed in the news col- 
umns of this issue) attracted a great deal of noto- 
riety and is highly important not only because of 
the issues involved, but also because of the promi- 
nence of many persons connected with that 
company. 

It is reported that Commissioner Wilson acted 
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alone on the matter, for which reason he is desery- 
ing of all the more credit. 





Life insurance companies are quasi-public insti- 





tutions, consequently, any exploitation that lessens 





the belief in the sacredness. of the fiduciary funds 





connected therewith is a matter of deep concern 





requiring serious and wise consideration. 






SUPERINTENDENT OF INSURANCE PHIL. 
LIPS COMMENTS ON FRATERNAL 
INSURANCE. 


Superintendent Phillips in the preliminary text 





of his annual report (the sixty-second annual report 
of the Insurance Department of New York), dated 
February 28, 1921, referred to Fraternal Insurance 
as follows: 

“ Fraternal Insurance, 

“Beginning with the year 1916 in reports to the Legislature 
I have called particular attention to the necessity of fraternal 
beneficiary societies transacting business upon rates which are 
recognized as adequate to provide sufficient funds to meet 
their certificate obligations upon maturity. In order to ascer 
tain just what the deficiencies are in this respect, the law pro 
vides that an actuarial valuation be made as of December 51 
1912, and, thereafter annually. It further provides that if the 
valuation made on December 31, 1917, should show that the 
present value of future net contributions, together with th: 
admitted assets, is less than the present value of the promised 
benetits and accrued liabilities, such society shall thereaft 
maintain said tinancial condition on each succeeding triennial 
valuation in respect to the degree of deliciency as shown 
the valuation as of the date last-above mentioned. 

“The first ‘triennial’ valuation will, therefore, be for the 
year ending December 31, 1920. The reports of such valuations 
must be filed prior to June 1, 1921, and when received oppor 
tunity will be afforded to ascertain just what societies hav 
been delinquent in adopting measures looking to the placing of 
their business upon a sound basis. 

“Much improvement has been made by many societies since 
the said law was enacted, and in many instances they have 
solved their problems entirely in this respect, as will be show: 
by a comparison of the tables shown below setting forth th 
number of societies with certain percentages of actuarial sol 
vency,. 

“The following table shows the condition as‘of December 31. 
1917 : 
Number of 
Societies. 

9 









Percentage of 
Actuarial Solvency. 


En dutnerke Vienne bh inc tcdbncesnees ke ewawhee 100% or over 
A rer ee ey eee ee 80% to 100% 
s 60% to So% 
6 40% to 60% 





30% to 40% 

1919 

Number of 

Societies. 
° 


‘he following table shows the condition as of December °1 


Percentage of 
Actuarial Solvency 


Ne Tee eer re ee Oe re ee 100% or over 
E aclb ete ctslebawecnecusektqecenepecwudel 90% to 100% 
D. kipng- 68cbeO Cie oseweenr er has tereeeeeewe 80% to 90% 
Ok ence eeicamewy Heads haven thea sanen ee 70% to SO% 
BS cercevvcevesovecrctesesestsceveeeboces 60% to T% 
DP aadebudeewe ne 0p ee ebnabn wdupae eiecewe HN% toa GO 
, GEESE Seen ao ep ars ae ae 10% to 5% 
b dcoonceesedveneacacenessveceuscéaquees 30% to 40% 


“For the past few years the National Convention of Insurance: 
Commissioners has taken much interest in this subject. At the 
Convention of 1919 the Fraternal Committee made the following 
recommendations: 

“1. That the convention reaffirm its former deliverances for 
the safeguarding of the interests of the members of fraterna! 
societies and the perpetuation of their organizations 

“2. That the convention condemns: 

“(a) The failure of some societies to make the neces 
sary preparation to be in position in 1920 to comply wit! 
the provisions of the Mobile bill and the New York Con 
ference Amendment. 

“(b) The bartering and selling of societies in so-called 
mergers in the interest of officials and professional brokers 
and the most shameful disregard of the rights of members 

“(c) Non-segregation of the reserve of members i: 
adequate rate classes. 

“(d) In making valuations on an improper basis. 

“This committee also recommended legislation to discontinu 
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the practice of accepting new members upon inadequate rates 
and When adequate rates are collected from new members, they 
should not be mingled with the funds of the members who are 
paying inadequate rates, but a proper segregation should be 
made. The National Fraternal Congress of America, at its 
1920 Convention, adopted the recommendation of the Fraternal 
Committee of the National Convention of Insurance Commis- 
sioners, and the only obstacle now in the way of enacting legis- 
lation, in this regard, is the adoption of a uniform bill which 
will meet the objections of all interested in the proposition. 
“There is ample proof of the folly of doing insurance busi- 
ness on unscientific principles. It may be of interest to know 
that the complete failure of two domestic fraternal societies in 
1920 was due entirely to the neglect of adopting adequate rates 


in the earlier years of their organization. Both possessed com- 
paratively large memberships and both were honestly managed, 
but when the necessity of readjusting rates upon a sound basis 


was proposed it met with so much opposition upon the part of 
the members that compromises were made which finally resulted 
in the destruction of the societies. 

“In my last report | commented upon the fact that the Legis- 
lature had failed to take any action upon my previous recom- 
mendations made for legislation embodying the principles of 
the so-called Mitchell bill of 1918, providing for adequate rates 
by fraternal societies upon new business. I repeat herein my 
recommendations that some such legislation should be enacted 
which would prevent ipadequate rate societies from accepting 
new members upon rates which are conceded to be below 
those on a recognized standard after such date as the Legisla- 
ture may see fit to fix. It seems quite unnecessary to repeat 
the arguments heretofore advanced for such action.” 


The importance of this subject cannot be over- 
estimated. 

It is a practical necessity, as well as a solemn 
duty, for all Insurance Departments to utilize all 
of their powers and influence to cause the proper 
steps to be taken to safeguard the interests of all 
members of “ Fraternal Beneficiary Societies ” and 
“Assessment Associations,” and adequate rates is 
an absolute necessity. 


NEBRASKA INSURANCE DEPARTMENT RULES 
ON NOTES GIVEN FOR PREMIUMS. 
The Nebraska Insurance Department recently issued the 
following notice, which is self explantory. 
“ Lincoln, Neb., March 16, 1921. 
“Notes in Payment of Life Insurance Premiums. 


“The attention of this Department has been called to 
the fact that non-interest bearing notes have, in some 


| 
| 
| 
| 
| 
| 
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cases, been accepted by life insurance agents and life 
insurance companies or associations in payment of pre- 
miums, This is incompatible with good insurance prac- 
tices, and after April 1, 1921, the effective date of this 
ruling, such practices will be considered, by the Depart- 
ment of Trade and Commerce, Bureau of Insurance, as 
rebating, and such cases coming to our attention will be 
treated accordingly. 

“This .Department will ask that each such company 
doing business in this State charge a fixed rate of inter- 
est not less than six per cent. or more than ten per cent., 
with the understanding that no discrimination shall be 


practiced. y 
“(Signed) W. B. YOUNG, 
“WBY-EP Chief of the Bureau of Insurance.” 


AN OFFICIAL COMPLIMENT. 

The New York Insurance Department, in its re- 
port of a triennial examination of the New York 
Life Insurance Company recently completed, and 
reviewed on pages 168-171 of this issue, in- 
cluded a statement of the practice of the company 
relating to fire insurance held by the company in 
connection with mortgage loans. In the course of 
its report the Insurance Department said: 

“The company limits the amount of insurance 
that it will accept on one risk from a fire com- 
pany, basing its limit on the capital and surplus 
as of December 3lst of the previous year shown 
in Best’s report. * * *” 

We feel complimented that this great institution 
thus makes our reports upon fire insurance compa- 
nies the authority upon which it bases its decisions 
in so important a matter, using our reports in pref- 
erence to any other authority. 








LATEST INSURANCE DECISIONS DISCUSSED 
By WILLIAM OTIS BADGER, JR. 





INCONTESTABLE CLAUSE NOT AGAINST PUB- 
LIC POLICY IN CASE OF SUICIDE — CLAUSE 
EXCEPTING SUICIDE WITHIN TWO YEARS 
CREATES LIABILITY AFTER THAT PERIOD. 

These are suits upon policies issued to one, George P. 

Johnson upon his life, payable in the first case to his wife, 

in the second to his executors or administrators. The 

wife and the administrator respectively. recovered in the 


District Court and the cases having gone to the Circuit 


Court of Appeals, the latter certified certain questions to 
the United States Supreme Court. ; , 

The policy payable to the wife contained a provision 
that: 


“if within two years from the date hereof, the said 
insured shall * * * die in consequence of a duel or 
shall, while sane or insane, die by his own hand, then, 


and in every such case, this policy shall be void.” 


The policy payable to the administrator had no such 


Provision but did agree that: 





“This contract shall be incontestable after one year 
from the date of its issue, provided the required pre- 
miums are duly paid.” 

Johnson, the insured, committed suicide more than two 
vears after the date of the policy. The first question put 
in the wife’s suit is whether the above provision, there 
being no other in the policy as to suicide, makes the com- 
pany liable. The second is in substance whether the con- 
tract, if construed to make the company liable, is against 
public policy and void. The first question propounded in 
the administrator’s suit is whether the provision in his 
policy prevents the insurer from denying liability in this 
case, it not appearing that Johnson was insane when he 
killed himself, and the second is similar to the second one 
in the wife’s case. 

The United States Supreme Court in upholding the 
decision of the lower courts, said: 

“ (1) The public policy with regard to such contract 
is a matter for the States to decide. Whitfield v. Aetna 
Life Insurance Co., 205 U. S. 489, 495, 27 Sup. Ct. 578, 


(Continned on next nece.) 






























































INCONTESTABLE CLAUSE NOT AGAINST PUBLIC 
POLICY IN.CASE OF SUICIDE—(Continued) 
51 L. Ed. 895. This case qualifies the statement in 
Ritter v. Mutual Life Ins. Co., 169 U. S. 139, 154, 18 
Sup. Ct. 300, 42 L. Ed. 693, to the effect that insurance 
on a man’s own life payable to his estate and expressly 
covering suicide committed by him when sane would be 
against public policy. The point decided was only that 
when the contract was silent there was an implied ex- 
ception of such a death. There was evidence that the 
insurance was taken out with intent to commit suicide, 
and it plainly appeared that the act was done by the in- 
sured for the purpose of enabling his estate to pay his 
debts. The application, although excluded below, war- 
ranted against suicide within two years, within which 
time the death took place. So that all the circumstances 
gave moral support to the construction of the policy 


adopted by the court in accordance with the view that 
has prev vailed in some ‘jurisdictions as to the general 
rule. In Burt v. Central Life Ins. Co., 187 U. S. 362, 


23 Sup. Ct. 139, 47 L. Ed. 216, 
a similar tacit exclusion from 
death of the insured by execution for murder, and the 
same decision was reached in Northwestern Mutual 
Life Ins. Co. v. McC age U. S. 234, 32 Sup. Ct. 220, 
56 L. Ed. 419, 38 L. R. A. (N. S.) 57. But the question 
here does not concern implied exceptions, it concerns 
the effect of express undertakings which as we have 
said depends upon the policy of the State. 

“(2) The certificates do not disclose in what States 
these contracts were made but it is not necessary to 
postpone our answer on that account. It appears from 
Whitfield v. Aetna Life Insurance Co., supra, that some 
legislatures have thought it best to insist that life in- 
surance should cover suicide unless taken out in con- 
templation of the deed. But the case is much stronger 
when a considerable time is to elapse before the fact that 
the death was by the insured’s own hand ceases to be 
a defense. The danger is less sinister and probably a 
good deal smaller than the danger of murder when 


it was held that there was 
the risk assumed of the 
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terest in the continuance of the life insured, yet insur- 
ance on the life of a third person does not become void 
by assignment to one who has no interest in the 
Grigsby v. Russell, 222 U. S. 149, 32 Sup. Ct. 58, 56 L 
Ed. 133, 36 L. R. A. (N, S.) 642, Ann Cas. 1913B, 863, 
When a clause makes a policy indisputable after one or 
two years, the mere evocation of a possible motive 
for self-slaughter is at least not more objectionable 
than the creation of a Possible motive for murder. The 
object of the clause is plain and laudable —to create 
an absolute assurance of the benefit, as free as may be 
from any dispute of fact except the fact of death, and as 


life, 





soon as it reasonably can be done. It is said that the 
insurance companies now generally issue policies with 
such a clause. The State’s decisions, so far as we know, 
have upheld it. Unless it appears that the State con- 
cerned adopts a different attitude we should uphold it 
here. Simpson v. Life Ins. Co. of Virginia, 115 N. C. 
393, 20 S. E. 517; Mareck v. Mutual Reserve Fund Life 
Association, 62 Minn, 39, 64 N. W. 68, 54 Am. St. Rep. 
613; Goodwin v. Providence Savings ‘Life Assurance 


Association, 97 Iowa, 226, 66 N. W. 157, 32 L. R. A. 
473, 59 Am. St. Rep. 411; Patterson v. Natural Premium 
Mut. Life Ins. Co., 100 Wis. 118, 75 N. W. 980, 42 L. R 
A. 253, 69 Am. St. Rep. 899. 

“ (3) We are of opinion that the provision in the first 
mentioned document avoiding the policy if the insured 
should die by his own hand within two years from the 
date is an inverted expression of the same general intent 
as that of the clause in the second making the policy 
incontestable after one year, and that both equally 
mean that suicide of the insured, insane or sane, after the 
specified time shall not be a defense. It seems to us 
that that would be the natural interpretation of the 
words by the people to whom they are addressed, and 
that the language of each policy makes the company 
issuing it liable in the event that happened. We answer 
the first question in each certificate, yes. The other 
questions are disposed of by our answer to the first. 
Northwestern Mut. Life Ins, Co. v. Johnson, 41 Supreme 






the insurance is held by a third person having no in- 


' Court Reporter 47. 








REPORTS UPON COMPANIES AND ASSOCIATIONS 











AMERICAN LIFE SOCIETY, NEW YORK. 
Report of Examination Reviewed. 
This fraternal beneficiary society was ex- 
amined by the Insurance Department of 

New York as of April 30, 1920. 

The report, dated August 11, 1920, refers 
to its financial condition as of that date, 
April 30, 1920, in brief, as follows: 









































































































OS ee $30,771 
ND ND: os 5c ccccccudccoeduce $31,361 
AGmmted QBTets ...cccccccccece $31,352 
Liabilities 

Unpaid claims ....ccccccscccces $6,566 
Miscellaneous liabilities ....... 3,745 
a eo oaee vem emer 14,859 
Nat’l Temperance Life ctfs.... 2,000 

Total liabilities ........... $27,170 
BUPPlUS 2.6 cccccccccccvccesccse $4,182 











Extracts from Examiner’s Comments. 
“Death Claims. 

“The death claims unpaid, amounting to 
$6,566.50, include items aggregating $3,200 
due former members of the national Ser- 
vice Life Society, and an item representing 
the present value of an instalment claim of 
$3,366.50, due the beneficiary of a former 
member of the National Temperance Life 
Society. All of the above claims have been 














































assumed as a result of the reinsurance con- 
tracts made with the two above-named so- 
cieties, which will be hereinafter referred 
to. 


“* Reserve. 

“The by-laws of the society 
certificates which it issues provide that 
the full reserve at least equal to the Amer- 
ican Experience Table of Mortality and 4% 
interest will be maintained on all certifi- 
eates. To ascertain the amount of this 
liability the consulting actuaries of the 
society, Messrs. Miles M. Dawson & Son, 
have made a valuation of all outstanding 
certificates as of April 30, 1920, taking into 
consideration the special provisions in the 
reinsurance contracts made with the Na- 
tional Service Life Society and the Na- 
tional Temperance Life Insurance Society, 
with respect to the use of part of the ex- 
pense loading for mortuary purposes. For 
the purpose of this report I have used in 
the statement of liabilities the amount so 
ascertained, which is the sum of $14,859. 


“Amount Estimated as Representing the 
Equities of Members of the Na- 
tional Temperance Life In- 
surance Society, Etc. 

“This item represents the amount esti- 
mated to be due the members of the said 
society who will have refused to allow their 


and the | 


certificates to be reinsured by the Ameri- 
ean Life Society. Under the reinsurance 
contract the latter society has agreed to 
pay, through the liquidator of the. Na- 
tional, the amount representing the equi- 
ties of such members in the assets of the 
National as of the date of reinsurance, to 
wit: December 31, 1919, and the amount es- 
timated on this account is the sum of 
$2,000. 
“American Life Agency Contract. 

“Under date of October 5, 1918, this 
society entered into a contract with the 
American Life Agency Company, a copy of 
which is attached to this report. It will 
be noted that in consideration of the pay- 
ment by the agency company of the sum 
of $25,000, the insurance company agrees to 
pay to it commissions for the acquisition 
of business upon the following scale: 


Whole life certificates.............. 55% 
20-payment life certificates ........ 50% 
15-payment life certificates ........ 45% 
10-payment life certificates ........ 40% 
Term COrtiBentes ..cccscveccecceses 35% 


“These percentages are based upon the 
first year’s assessment or premium. It 
will also be noted that the contract is to 
continue in force and effect until the ex- 
piration of 99 years. 

“T find that the said agency company has 
paid in to the Insurance Society the sum of 
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$25,000, above mentioned as a consideration 
for the agency contract and also a further 
sum of $3,500 as a donation for the pay- 
ment of certain claims of the National Ser- 
vice Life Society reinsured. These pay- 
ments have been offset by commissions 
paid the agency company amounting to 
$14,915.51, which amount has in turn been 
paid out to agents and organizers for the 
society ; 


“ Reinsurances. 

“This society, as above stated, has rein- 
sured two other fraternal organizations as 
follows : 

“On September 13, 1919, it entered into 
a contract with you, as Superintendent of 
Insurance and as liquidator of the Na- 
Service Life Society, for the rein- 
of the members of the said so- 
ciety. The insurance reserves of the said 
society were practically exhausted, and 
since it had been collecting assessments on 
an adequate basis and had agreed to main- 
tain the reserve thereon on the American 
Experience Table of Mortality and 4% in- 
terest, it was agreed by the officers of the 
American Life Society that they would 
make up the amount of the reserve on 
such certificates, as shown by a valuation 
to be made by consulting actuaries, 
Messrs. Miles M. Dawson & Son, taking 
into consideration a special provisions for 
the accumulation of the reserve in the 
future as set forth in the contract of rein- 
surance. The officers also agreed to make 
up the amount of certain benefit claims of 
the said society which would be assumed 
and paid and this has since been done to 
the extent of $5,500. 

“T find that the total amount of the 
reserve computed by Messrs. Dawson, as of 
October 1, 1919, under the agreement made, 
is the sum of $5,700.51, and the claims paid 
by the American Life Society to members 
of the National Service Life Society 
amounted to $4,125. 

“Under date of December 31, 1919, the 
society entered into a contract whereby 
it assumed the outstanding certificates of 
the National Temperance Life Insurance 
Society. Uhe assets of the latter society 
which the American Life Society took over, 
were sufficient to meet the reserves of the 
outstanding certificates, when valued un- 
der the provisions set forth in the reinsur- 
ance contract, and were also sufficient to 
meet all other liabilities of the said so- 
ciety. Only about 200 certificates were 
finally reinsured under this contract. 

“Inthe above financial statement all the 
assets taken over from the said National 
Temperance Life Insurance Society have 
included, and the liabilities of the 
said society, including the reserve on the 
outstanding certificates and the equities 
due the members who have refused to al- 
low their certificates to be reinsured, are 
carried in the liabilities. 


tional 
surance 


been 


“ Organization and Plans. 

“The American Life Society was incor- 
porated October 9, 1918, and commenced 
business May 5, 1919. Insurance is issued 
upon the whole life, ten, fifteen and 
twenty-year limited payment plans. Term 
certificates are also issued. It admits to 
membership persons of sound health not 
less than 16 and not more than 60 years 
of age. The company writes insurance on 


any one life for not to exceed $10,000, but 
it reinsures the excess over $3,000 under a 
special contract which it has with the Re- 
insurance Life Company of America, of Des 
Moines, Iowa. 


“ Certificates and Insurance in Force. 

‘The number of certificates and amount 
of insurance in force on April 30, 1920, is 
set forth in the following table: 


Kind. No. 
Whole life 609 
Twenty pay. 
Fifteen pay. 

Ten pay. life 
Yearly renewable 
Ten year term 
Monthly ine., Y.R.T. basis 
Five year term 


Amount. 
$875,200 
443,500 
43,000 
101,000 
16,600 
1,233,650 
40,000 
2,200 


term.. 





Totals 2306 | $2,760,150 
“ Rates. 

“The rates of the society are based upon 
the American Experience Table of Mor- 
tality and 4% interest, with a loading for 
expenses. They are collected on the 
monthly, quarterly, semi-annual aod an- 
nual basis, the unit being the annua! rate 
and the instalments being the pro rata 
portion thereof without a loading for in- 
terest. 

“Filed herewith is a printed booklet 
showing the rates charged for the various 
certificates issued. Attention is called to 
what appears to be a discrimination among 
the members in that the society makes a 
rate for a $2,000 certificate or more, pro- 
portionately less than for $1,000." 


BANK SAVINGS LIFE INSURANCE CO,, 
TOPEKA, KAN, 

This company has reinsured the business 
of the Bankers Life Insurance Company 
of Olathe, Kan., as of February 12, 1921. 

The amount of business reinsured was a 
little over $2,500,000. 


BANKERS LIFE COMPANY, 
DES MOINES, IA. 


Issues New Riders Covering Double In- 
demnity and Disability Benefits. 
This company recently issued new riders 
to be attached to policies covering disabil- 
ity and double indemnity benefits, the 
principal provisions of which are as fol- 

lows: 


Agreement for Double Indemnity Benefit. 
* Benefit. 

“After the application for this policy and 
this agreement has been approved and the 
first premium paid thereon, and provided 
no premium is in default, upon receipt of 


-due proof that the death of the insured 


resulted directly and independently of all 
other causes from bodily injury effected 
solely through external, violent and acci- 
dental cause, and that such death occurred 
within sixty days after sustaining such 
injury, and before the expiration of the 
policy year nearest the sixtieth anniver- 
sary of his birth, the Bankers Life Com- 
pany agrees to pay double the amount 
ealled for in the first paragraph, page 1 
of this policy. 


| 


.to one per cent. 


“ Exceptions. 

“This double indemnity benefit will not 
apply if the insured’s death resulted from 
self-destruction, whether sane or insane, or 
from any violation of the law by the in- 
sured, or from military or naval service in 
time of war, or from a state of war, riot, 
or insurrection, or from engaging in sub- 
marine or aeronautic operations, or while 
outside the continental limits of the United 
States and Canada, or from physical or 
mental infirmity, or directly or indirectly 
from disease of any kind. 


“ Cancellation of Agreement. 

“The company shall have the right and 
opportunity to examine the body, and 
make an autopsy, unless prohibited by 
law. 

“The double indemnity benefit hereunder 
shall be automatically cancelled under any 
of the following conditions: 

‘First. Upon the expiration of the pol- 
icy year nearest the sixtieth anniversary 
of the birth of the insured. 

“Second. Upon default in the payment 
of any premium (except disability pre- 
mium, if any) under said policy, or of any 
additional premium required hereunder. 

“Third. If the policy is surrendered for 
cash or is placed upon the reduced paid- 
up or extended insurance basis. 

“Fourth. If the insured shall at any 
time or any place engage in military or 
naval service in time of war. 

“ Fifth. If any change is mage in the 
plan of said policy or if said policy is in- 
dorsed as paid-up under the provision on 
the second page of the policy marked 
‘Paid-up by Dividends,’ except that in 
such event a new double indemnity con- 
tract may be attached, at the option of 
the company, to the rewritten or indorsed 
policy, subject to an adjustment of the 
rate required, if any.” 


Agreement for Disability Agreement. 
“ When Disability Must Occur. 

“After the application for this policy 
and this agreement has been approved and 
the first premium paid thereon, and pro- 
vided no premium is in default, if the in- 
sured, before the expiration of the policy 
year nearest the sixtieth anniversary of 
his birth, becomes totally and permanently 
disabled and is thereby prevented from 
performing any work or engaging in any 
occupation whatsoever for remuneration or 
profit, the company, upon receipt of due 
proof of such disability and that it has 
existed continuously for a period of ninety 


(90) days, will grant the following bene- 
fits: 


“Must be Total and Permanent Monthly 
Income. 

“On the first day of the calendar month 
following receipt of such proof, and if such 
disability is continued until that date, the 
company will pay the insured a sum equal 
(1%) of the face of the 
policy (not inclufing dividend additions 
or accumulations) and a like sum on the 
first day of each calendar month thereafter 
during the continuance of such disability, 
but in no event are such payments to be 
eontinued beyond the maturity of the pol- 
icy by death or as an endowment. If 

(Continued on next page.) 
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BANKERS LIFE COMPANY, 
DES MOINES, IA.—(Con.). 
there is any indebtedness on the policy, 
the interest thereon shall be deducted from 
the monthly payments. 


“ Waiver of Premiums.” 

receipt of such proof the com- 
pany will waive payment of any premiums 
falling due thereafter while such disability 
continues. 


“Upon 


“ Policy Payable at Death or as an 
Endowment. 

“Upon maturity, by death of the insured 
or as an endowment, the policy will be 
payable in accordance with its terms with- 
out deduction on account of any monthly 
payments made or premiums waived be- 
eause of such disability. 

“ Participation and 

“Annual dividends 
the disability 
and amount as if 
occurred. 


Non-forfeiture 

will be paid 
period in the same manner 
the disability had not 
The dividend and non-forfeiture 
the policy remain unaltered 
should disability occur. 


Values. 
during 


provisions of 


“When Disability is Presumed to be 
Permanent. 

“Disability, as hereinbefore defined, 
shall be presumed (subject to later pro- 
visions herein relating to recovery) to be 
permanent after the insured has been con- 
tinuously so disabled for not less than 
ninety (90) days; and, without prejudice 
to any other cause of disability, the en- 
tire and irrecoverable loss of sight of both 
eyes, or the severance of both hands above 
the wrist, or of both feet above the 
ankles, or of one entire hand and one en- 
tire foot shall be considered as total and 
permanent disability within the meaning 
of this agreement. 


“ Specific Causes Proof of Disability. 

“Proof of disability must be furnished 
upon the company’s forms. Before ap- 
proval of the proof of disability or at any 
time for two years thereafter, any medical 
examiner or other accredited representative 
of the company shall be permitted to make 
such examination of the insured relative 
to his disability as the company may de- 
sife, but after such disability has existed 
for two years from the date of approval of 
proof, such examination may be made only 
once each year. 


“ Recovery from Disability. 

“Tf, at time, it is found that the 
insured has recovered from such disability 
or has become able to preform any work 
or engage in any occupation for remunera- 
tion or profit, no further premiums shall 
be waived and further monthly pay- 
ments shall be made to the insured by the 
company, but the policy may then be con- 
tinued in force for the full amount of 
insurance by payment of the original pre- 
miums thereafter due, if any. 


any 


no 


“Agreement Cancelled. 

“The disability benefits hereunder shall 
be automatically cancel#d under any of 
the following conditions: 

“ First. Upon the expiration of the policy 
year nearest the sixtieth anniversary of 
the birth of the insured, unless he is at 


that time totally and permanently disabled 
as herein provided. 
“Second. Upon default in the payment 





of any premium (except double indemnity 
premium, if any) under said policy or of 
any additional premium required hereun- 
der. 

“Third. If the policy is surrendered for 
cash or is placed upon the reduced paid-up 
or extended insurance basis. 

“Fourth. If the insured shall at 
time or any place engage in 
naval service in time of war. 

“Fifth. If any change is 
plan of said policy or 
indorsed as paid-up 
of the policy 


dends,’ 


any 
military or 


made in 
if said 
under the 
marked * paid-up 
that in such event a new 
agreement may be attached at 
the option of the company to the rewritten 
or indorsed policy, subject to an adjust- 
ment of the rate required, if any.” 


the 
policy is 
provision 
by Divi- 
except 
disability 


Illustration of Rates. 





Annual Premium per $1,000 at Age 35. 
Ordny. 20-Pay. 20-Yr 
Life. Life. Endt. 
Dis. and D. I....... $29.15 $38.05 $51.51 
Double ind. only... 27.28 36.07 50.43 
Disability only 28.15 36.95 50.51 
Without dis. or D. I. 26.28 34.97 49.43 
BANKERS LIFE INSURANCE CO., 
OLATHE, KAN. 


Reinsures. 

This company, which was placed in the 
hands of a receiver (Harry H. Motter) by 
the District Court of Wyandotte county, 
Kan., reinsured its business in the 
Bank Savings Life Insurance Company of 
Topeka, Kan. 


has 


CENTRAL LIFE ASSURANCE SOCIETY 
OF THE UNITED STATES (Mutual), 


DES MOINES, IA. 
Increases Its Dividend Scale. 
This company’s scale of dividends, pay- 


able during the year beginning April 1, 
1921, was not formally passed by the 
Board of Directors until March 15, 1921, 
The current schedule did not reach us in 
time to be included in our 1921 edition. 


test's Analyses,”’ on pages 593 to 595, 
specified the dividends for the year be- 
ginning April 1, 1920. 





The dividends payable during the year 
April 1, 1921, to March 31, 1922, are indi- 
eated by the following: 

INustration $1,000 Insurance. 
Ordinary Life 

Age. 25 35 45 55 
Premium..... $20.89 $27.41 $38.92 $60.55 
Issue of 

eee $2.99 $4.06 $6.88 
see eee 2 3.75 6.36 
eee re 2.70 3.47 5.83 
Bd kssantwn 2.3 2.56 3.19 5.30 

20 Payment Life. 
Premium... $30.02 $36.39 $46.44 $64.21 
Pree $2.91 $3.40 $442 $7.09 
eécaersaes 2.70 3.10 3.99 6.49 
ee 2.49 2.84 3.58 5.90 
Sa 2.3 2.56 3.19 5.30 
20 Year Endowment. 

Premium..... $49.37 $50.93 $55.12 $67.13 
\ Seer coeee $4.11 $4.31 $4.96 $7.30 
DE éeén caves 3.56 3.77 4.3 6.64 
; See 3.06 3.25 3.84 5.99 
WOO. esos cs 2.59 276 3.32 5.36 








CITIZENS LIFE INSURANCE Co., 
NEW ORLEANS, LA, 
Begins Business. 
This company was incorporated under 


the laws of Louisiana, November 20, 1920, 
it was licensed and began business Jan. 
uary 10, 1921. The authorized and. paid-ip 
capital is $10,000. The par value of thege 
shares is $10 which were sold at $12.50 per 
share, thus producing a surplus of $2,500, 

The company that 


organization 


states there were no 
expenses 

The classes of business the company will 
write are industrial life, health and ace. 
dent. 

The form of valuation is the American 
Experience 314%. 

The officers of the company are: Presi- 
lent, John W. Engelhardt; secretary, Jules 
Labanca; treasurer, Martin Kron. 

The president, John W. Engelhardt, hag 
had 28 years of insurance experience. 


COLORADO LIFE COMPANY, 
DENVER, COLO. 
Reinsures. 

This company, which was licensed by the 
Colorado Insurance Department May 26, 
1920, reinsured its business in the Western 
National Life Insurance Company of 
Cheyenne, Wyo., as of February 17, 1921. 

The Colorado Life corporation is to be 
dissolved. 


EMPIRE STATE DEGREE OF HONOR, 
STOCKTON, N. Y. 
of Examination Reviewed. 
This co-operative assessment association, 
doing a life insurance business under the 
provisions of Article VI of the Insurance 
Law, was examined by the New York In- 
surance Department as of July 31, 1920. 
The report, dated Ocober 22, 1920 (filed 
November 11, 1920), in referring to its 


Report 


financial statement as of that date (July 
31, 1920), states: 
Assets. 
Re ME nce ccictndsensccss $381,75 
SUE sis bh cn tcaweweuesess $399,587 
pe ree ere $396,920 
Liabilities. 
oe ee aes eee $18,357 


Accrued bills 
Assessments 


paid in advance.. 
Reserve 


Total liabilities 


Surplus . 


aor 


358,775 


Extracts from Examiner’s Comments. 

‘Surplus for protection of outstanding 
certificates, being the above surplus plus 
the reserve or emergency fund, $374,400.20. 


“Expenses of Management. 

“For many years it has been the custom 
of the association to credit to the expense 
fund a portion of the assessments, the per- 
centage being determined by the board of 
directors from time to time. In 1907 the 

fund portion was fixed at 15 
was sufficient until 1912 or 1913, 
when the attempts to get new business and 
the general policy of expansion, which has 
been fully discussed in previous reports, 
made it necessary to increase the percent- 
age to twenty-five. Even this amount 
proved inadequate until a drastic cutting 


expense 
which 
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of expenses took place in 1915, at which 
time the deficit in the expense fund was so 
great that the management continued to 
credit 25% to said fund until September, 
1916, at which time the deficit had been 
eliminated and a surplus created. The per- 
centage Was then reduced to twenty, which 
was continued until the end of the year 
1916. Since the latter year the percentages 
eredited to the expense fund have been as 
follows: 


BNE ccosecwes bedvestcccneouess 8% 
RD oe ccnacscacccscetevc cess 5% 
SUE i vantesabcoqa couevinseces 5% 
DE Srectccnn spun neha rece ees 10% 


“These percentages do not include com- 
missions paid for the collection of assess- 


ments, which amount to 5% of the gross 
premiums. 
“Including the cost of collection the 


total expenses of management for the year 
ended July 31, 1920, were 18.4% of the total 
income from members; not including cost 
of collection they were 13.7%. 

“The association was able to pay its ex- 
peuses during 1918 and 1919 with a credit 
to the expense fund of only 5%, because 
at the end of 1917 the surplus in the ex- 
pense fund was over $28,000. As such sur- 
has now reduced to less than 
$4,000 it is doubtful if the running expenses 
of the association can be paid out of a 
credit to the expense fund of only 10% of 
the gross premiums, 

“Por the five years 1915 to 1919, in- 
clusive, the total expenses of management 
amounted to 16.17% and the total payments 
to members 79.269, making the net con- 


plus been 


tribution to surplus during the five years 
457°, of the total income. 
“ Rates, 

“Prior to 1908 the association issued 
policies on the step rate plan only, the 
rates of assessment being divided into two 
parts, a so-called mortuary portion, in- 


creasing each year up to age seventy, and 
a surplus or guaranty fund portion ceas- 
ing at age seventy and used for the pur- 
pose of guaranteeing a level rate after said 
age. 

“In 1903 a higher table of rates, on the 
same plan, adopted, but applied to 
members only. In 1904 this higher 
applied to those members ad- 
prior to its adoption in 1903, the 
mortuary assessment on such members be- 
ing increased to correspond with the new 
table at attained age and the guaranty 
portion remaining at the original amount. 
Thus the members admitted prior to 1903 
were permitted to pay a lower rate than 
those admitted during 1908, 1904, and 1905, 

“In 1906 a still higher table of rates was 
adopted, but again applied to new mem- 
bers only. This new table provided for 
both level and step rates. 

“In 1915 still higher rates than 
applied in 1906, and on 
were adopted and again 
Members only. 

“In 1918, the association employed Actu- 
ary George Dyre Eldridge to make a thor- 
ough investigation of its condition from 
an actuarial standpoint. He divided the 
Membership into three classes, those ad- 
mitted prior to 1903, those admitted during 
1903-04-05 and those admitted during and 
subsequent to 1906. His conclusion was 


was 
new 

table 
mitted 


was 


those 
the same plans, 
applied to new 





that the class admitted subsequent to 1905 
was paying rates sufficient to carry the 
insurance thereon, but that the classes ad- 
mitted prior to 1906 were not. He, there- 
fore, recommended that all members ad- 
mitted prior to 1908 should pay eighteen 
assessments each year, and that those ad- 
mitted during 1903-04-05 should pay four- 
teen assessments each year. His recom- 
mendations were adopted by the board of 
directors and put into effect on October 
1, 1918. Members of the first-mentioned 
class were called upon to pay one and one- 
half assessments, and those of the second, 
one and one-sixth assessments, each month. 
At the time of this readjustment there were 
approximtely 4,900 members in those two 
general classes, and the records of the 
association show that slightly less than 
350 lapsed their membership when the ex- 
tra assessments were called. 

“Members admitted prior to 1903 were 
allowed the option of reducing their certifi- 
cates to approximately two-thirds of the 
original amounts, continuing the payment 
of assessments at the same rates as before. 
Members admitted during 1903-04-05 were 
allowed the option of reducing their certifi- 
cates to an amount equal to $860 per $1,000, 
original face value, continuing to pay the 
same rates as before. 

“Members in both classes may, upon at- 
taining the age of seventy years, take a 
paid-up certificate amounting to $100 per 
$1,000 of original face value. 

“Up to July 31, 1920, 62 reduced and 26 
paid-up certificates had been issued. 


“Actuarial Condition. 
“As of December 31, 1919, Actuary 
Eldridge made a valuation of all outstand- 


ing certificates and reported as follows: 
. . . Z 
Assets to liabilities.............. 101.39% 


Actual reserve to required reserve 113.70% 
“Mr. Eldridge said in his report: 
“<The above valuation indicates that, on 

the basis of the National Fraternal Con- 

gress table of mortdlity with interest at 
four per cent., the future assessments of 
the society, the net rates now “being col- 
lected, together with the now invested as- 
sets, are sufficient to meet all certificates 
as they mature by their terms, with a mar- 
gin of safety of $43,671.95 (or 1.399%) over 
and above the statutory standards.’ 
“Supplementing the above report, 

Eldridge wrote, under date of July 

1920, as follows: 

“* Having completed the annual valua- 
tion of the business of the Empire State 

Degree of Honor, I wish to congratulate 


Mr. 
23, 


you, the officers and the members on the 
fine showing made. 
“*You now have the full reserve re- 


quired by the National Fraternal Congress 
table of mortality and four per cent. inter- 


est, and a clear surplus of $43,675, not 
counting the expense fund surplus of 
$4,258. 


“*«This means that the rates you are now 
collecting, backed by your accumulated 
funds, are sufficient to provide for all 
claims as they mature, and in addition, 
you have a surplus of over thirteen per 
cent. of the required reserves as a pro- 
tection against any emergencies that may 
arise. 

“*The association has thus, by its 
changes made in 1918, solved once and for 








all the problems of rates and this is at- 
tested by the fact that you have passed 
through the test of the epidemic of influ- 
enza, which tried so many similar institu- 
tions, and still are able to make such a 
valuation exhibit.’ 


“ Extended Insurance. 

“The certificates issued by this associa- 
tion since 1906 contain the following pro- 
vision: 

“* Extended Insurance.—Extended insur- 
ance, according to the National Fraternal 
Congress rate, and 4 per cent. interest, will 
be given on all policies issued upon the 
Option Number One— Level Rate Plan, 
three years after the date thereof. Appli- 
cations for extended insurance will be fur- 
nished by the secretary and must be ap- 
plied for within thirty days after expira- 
tion of the time for which the last pay- 
ment of the premium was made.  Insur- 
ance may be renewed at the original rates 
within the period of extension by the pay- 
ment of deferred premiums, and the sign- 
ing of a reinstatement certificate, when ap- 
proved by- the president. Extended insur- 
ance will not be allowed on policies issued 
upon the Option Number Two — Modified 
Plan.’ 

“It would seem now, since the associa- 
tion has readjusted its rates to the end 
that the full reserve on the National Fra- 
ternal Congress Table of Mortality and 4 
per cent. interest is to be maintained, that 
a revision of the above clause should be 


made in all new certificates hereafter is- 
sued, and that old members should be 
given the benefit of the change by the 


issuance of a rider to be attached to their 
certificates. The change recommended by 
your examiner is that the reserve accumu- 
lated upon the certificate of any member, 
who ceases his membership in the associa- 
tion after three full years shall be used 
as a net single premium to purchase ex- 
tended insurance for the time such pre- 
mium will continue the insurance in force, 
and this, regardless of whether the mem- 
bers make application within thirty days 
after the expiration of the time for which 
the last payment of the premium was 
made or not. This change would be an 
advanced step and would merely be a re- 
turn of the reserve which has been ac- 
cumulated by the lapsed member, which 
in equity he is entitled to. 

“The suggestion is made that the con- 
sulting actuary of the association be di- 
rected to submit to this department for 
approval, a clause of this kind which, when 
approved, will be adopted as recommended 
above. 

“The total insurance in force on July 
31, 1920, was $6,792,000.” 





IDAHO STATE LIFE INSURANCE CO., 
BOISE, IDAHO. 
Report of Examination Reviewed. 

This company was examined (convention 
examination) by the Insurance Depart- 
ments of Idaho and Washington as of De- 
cember 31, 1920, the report being dated 
February 26, 1921. 

The financial condition, as ascertained 
by the examiners was, in brief, as follows: 
TOD TROON. sek isn isdiesiensess 
Total disbursements ............ 

(Continued on next page) 
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IDAHO STATE LIFE INSURANCE CO., 
BOISE, IDAHO—(Continued). 


PAE, - GD nods Sec cw cccd $1,716,685 
Net reserve ...... bneedeouesecenas $1,203,083 
SNE Fa Biro ei deen sede eecaacs $200,000 
EN. .eitckaksqatscuiotoneadees $31,680 
Insurance in force ..............$23,618,755 


Extracts from Examiners’ Comments. 
“Amount Set Apart for Return of 
Contributed Surplus. 

December, 1919, the Board of Di- 
rectors authorized the acceptance of con- 
tributed surplus of $10,000 from members 
of the Board of Directors, the same being 
made with the understanding that it would 
be returned with interest at 6% from the 
surplus earnings, when and as the same 
justified such return. This $10,000 was re- 
ceived during December, 1919. In Novem- 
ber, 1920, the directors authorized the re- 
turn of this money, with interest at 6%, 
out of the profits of 1920. This item is, 
therefore, carried with accrued interest, 
as a liability, December 31, 1920. 


“In 


“ Capital Stock. 

“The stock records of the company were 
inspected and the total amount of capital 
stock outstanding was verified by a total 
of the certificate stubs. Cancelled certifi- 
cates, or affidavits in cases of certificates 
lost, are attached to the stubs in all cases. 

“In conformity with a recommendation 
made during the last examination of the 
company, an assessment on the outstand- 
ing capital stock of $1 per share of par 
value $10 was authorized by the Board 
of Directors in December, 1913. The com- 
pany showed as a ledger asset in its state- 
ment in 1918, $19,538.50, unpaid assessment. 
The greater part of this amount was paid 


during January, 1919. On February 12, 
1919, after proper notice and publication 
the secretary sold at public auction as 


many shares of each parcel of stock upon 
which the assessment remained delinquent 
as was necessary to pay the assessment 
and cost thereon. The number of shares 
on which assessments were delinquent was 


84344, owned by 42 different persons. Of 
these approximately 12144% or 105% shares 


were sold for approximately $8.35 per 
share, to Mr. E. S. Chadwick, trustee, who 


was the highest bidder. 


“ Surplus. 

“The financial statement shows an in- 
crease in surplus for the year of $10,387.77. 
The company, however, earned $10,000 in 
addition to this gain in surplus, which 
amount is accounted for in the liability 
item of amount set apart for return of 
contributed surplus. 


“Notes on Policy Exhibit. 

“The new business issued during 1920 
totals $6,986,452, as compared with $7,423,- 
514 for the previous year. This slight de- 
crease in production resulted through an 
inclination of the company to hold down 
its new business production and is not due 
to a decrease in the sound agency force of 
the company. 

The persistency rate for the 
was as follows: 
Year of Issue. 


year 1920 


Per cent. renewed. 


BOND 62 cScivcvetcesocscvsvens 100% 
BUR Fa vevccsecoeseqestecse : 97% 
re oe eevee ceviesic 95% 
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“It “will be noted that the per- 
sistency during 1920 of business written in 
1919 was 630%. Had if not been for the un- 
usual lapses in October, November and De- 
cember, due to general financial conditions, 
the foregoing figure would have been ap- 
proximately 70%. When it is taken into 
account that the above figures are affected 
by termintions of all character in addi- 
tion to those due to lapses it will appear 
that the success of the company in renew- 
ing its business compares favorably with 
that of other companies. 


“ Mortality. 

“The mortality experienced by the com- 
pany ‘during the year 1919 was 50% of 
the expected. Of the total death losses for 
that year 50% were due either to influenza 
or pneumonia and 18% to external and 
violent causes. The mortality experienced 


during 1920 was 45% of the expected. 
Forty-two per cent. of the death losses 
during 1920 were due to influenza and 
pneumonia and 31% were due to external 
and violent causes. Taking into account 
the large proportion of deaths due to the 
above causes, the company's experience 
would indicate that its medical selection 


of risks is careful. 


“ Management. 

“The affairs and condition of the com- 
pany reflect creditably upon the capable 
and efficient management. Continued 
progress, it is safe to assume, will result 
from a continuation of the present sound 
management. 

“ General. 

“The company is making a steady, con- 
servative growth. It has a fair working 
surplus and made g reasonable gain in 
surplus the past year. The principles of 
the company are sound. Its condition, 
progress and methods assure permanent 
growth and solidity.” 





MOUNTAIN STATES LIFE INS. CO., 
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Comissioner Wilson’s Rules on Charges. 
After an investigation of about four 
weeks following the hearing (held Feb. 
1) on the charges filed by M. G. Hodnette 
against the Mountain States Life (pre- 
viously referred to in ‘“ Best’s Insurance 
News ” (Life Edition) Commissioner of In- 
surance Wilson issued under date of March 

2, 1921, an order, reading as follows: 


“ Copy. 
“State of Colorado, Insurance Dept. 
“ Order No. 84. 
“Pending a further investigation and 
study of its methods, and conditioned upon 
a strict compliance with the following 
changes in its methods of doing business, 
the license of the Mountain States Life 
Insurance Company to transact a life in- 
surance business in Colorado will be re- 
newed: 
“ Conditions. 
“1. The assets of the insurance company 
shall be such only as are authorized by the 
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statute. Legal securities shall be substi. 
tuted for those which, however valuable, 
are not legal. 

“2. All policies shall give a full $5,009 


‘coverage from the date thereof for a fy 


$5,000 premium as charged. Policies a). 
ready issued shall be adjusted accordingly, 

“3. The Mountain States Service Com. 
pany shall make and maintain a bona fide 
public offering of all the stock in saiq 
Insurance Company which it has for sale, 

“4 The forms of application for stock 
and for insurance shall be on separate 
sheets of paper and entirely separate and 
distinct. 

“3. The Service Company and its agents 
in offering stock for sale and in soliciting 
for insurance shall offer the same in such 
a way that neither proposition will be ip 
any manner contingent upon the accept. 
ance of the other either directly or indi- 
rectly. One proposition shall not be sub- 
mitted until a definite, final and complete 
decision has been reached by the pros- 
purchaser upon the other; and 
when such final decision upon one proposi- 


pective 


tion is reached it must not be altered in 
any way by the submission to the pros- 


pective purchaser of the other proposition. 

“6. If stock is subscribed for by a pol- 
icyholder the subscription contract shall 
be worded in such a way that at certain 
reasonable intervals the purchaser may 
pay for it in cash. 

“7. If stock is to be paid for by divi- 
dends upon a policy the policyholder shall 
have the right to have such dividends in 
eash at any time should he so desire. 

“S. Dividends which have been applied 
on stock shall not be forfeited if the policy 
lapses. 

“9 All interest earned upon the notes 
given in payment of subscription to capital 
stock will go to the company. 

“10. It will be the duty of the company 
to see that the agents clearly understand 
the conditions herein that pertain to the 
selling of insurance or stock. The com- 
pany will be held strictly accountable for 
the actions of the agents. 

“This order may be supplemented should 
the need for additional requirements be- 
come apparent. 

“Given under my hand and seal, this 2d 
day of March, A. D. 1921, at Denver, Colo. 

“ (Signed) EARL WILSON, 
“ Commissioner of Insurance.” 

The Commissioner's action was taken 
subsequent to an opinion rendered by At- 
torney-General of Colorado on March Ist, 
which was: 

“ Copy. 
“State of Colorado, Legal Dept., Denver. 
*“*March 1, 1921. 
“ Victor E. Keyes, Attorney-General. 
“Charles Roach, Deputy Attorney-General. 
“Hon. Earl Wilson, Com. of Ins., Denver, 
Colo. 

“ Dear Sir :— 

“We are in receipt of your letter of the 
18th ult., submitting copy of the report of 
the examination of the Mountain States 
Life Insurance Company as made by ex- 
aminers from your department and from 
the Insurance Depaftments of Utah and 
Wyoming, together with a transcript of 
the testimony taken at the hearing before 
you upon February ist, and other papers 
connected with the investigation, in which 
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letter you ask for the opinion of this de- 
partment upon the following questions: 

“1. Whether or not the company has 
jn any way Violated the insurance law? 

‘2. In what respect, if any, they have 
ylolated such law? 

“The investigation made by your de- 
partment originated in certain charges pre- 
sented to you in the form of a letter dated 
January 12, 1921, and we understand from 
of this matter with you that 
you are interested primarily in the ques- 
whether or not said company 
has sold its stock as an inducement to 
insurance, as charged in said letter. 

“Section 55 of chapter 99, page 320, 
Laws of 1913, as amended by Laws of 1917, 
page 277, provides that: 

“*No life insurance company doing busi- 
ness in this State shall * * * give, sell 
or purchase, as an inducement to insur- 
ance, or in connection therewith, any 
stocks, bonds or other securities of any in- 
surance company or other corporation, as- 
sociation or partnership, or any dividends 
or profits to accrue thereon, or anything 
of value whatever, not specified in the 
policy.’ 

“Section 56 contains similar provisions. 

“The province of this department is, of 
course, merely to advise you as to the law 
applicable to the situation, leaving to your 
judgment the determination as to whether 
or not this company has violated the law. 

“If you are satisfied that the Mountain 
States Life Insurance Company has vio- 
lated either of said sections, then it is your 
duty to revoke the license of the company, 
in accordance with the provisions of said 
sections. 

“If you are not satisfied that said com- 
pany has violated these sections, then it 
is within your province to renew its H- 
cense, now about to expire, and continue 
your investigation and study of its 
methods of doing business, and, in the 
meantime, to make such recommendations 
to the company relative to its methods of 
conducting its business as you may deem 
advisable as the result of the investigation 
thus far made. 

“Very truly yours, 
“(Signed) VICTOR E. KEYES, 
“Attorney-General.” 
Commissioner's letter requesting 
an opinion: 


discussions 


tion as to 


Copy 


“ Copy. 
“Feb. 18, 1921. 
“Hon. Victor E. Keyes, Attorney-General, 
State of Colorado, Denver, Colo. 
“Dear Sir :— 

“T hand you herewith copy of report of 
examination of the Mountain States Life 
Insurance Company 4s made by the exam- 
iners in a convention examination partict- 
pated in by Utah, represented by A. Sig- 
renhorst; Wyoming represented by George 
H. Beaudry, and Colorado represented by 
Frank C. Grimes. 

“T also hand you transcript of the evi- 
dence taken at the hearing held on Feb- 
Tuary Ist, at which hearing you were pres- 
ent and your Department was also repre- 
sented by Deputies Roach and McMullin. 

“Also, find a brief by Attorney West in 
Support of the charges filed by Mr. M. G. 
Hodnette, and a brief by Attorney Leslie 
E. Hubbard for the Mountain States Life 
Insurance Company. 








“Tt has been my earnest effort to obtain 
all the information possible that would 
have bearing on the charges as made, all 
of which information you now have. 

“IT desire an opinion from your Depart- 
ment as to the following: 

“1, Whether or not the company has in 
any way violated the insurance law? 

“2. In what respect, if any, have they 
violated it? 

“Thanking you in advance for an early 
answer in this matter, I am 

“ Yours truly, 
“ (Signed) EARL WILSON, 
“ Commissioner. 
“12 


‘4 Enclosures.” 


Examination of the Company Reviewed. 

A (Convention) examination was made 
of the company by the Insurance Depart- 
ments of Colorado, Utah and Wyoming. 

The report, dated February 14, 1921, was 
signed by Frank C. Grimes, as represent- 
ing Colorado; Andr. Sigrenhorst, Actuary, 
as representing Utah, and George H. 
Beaudry, Actuary, as representing Wyom- 
ing. 

The examiner’s report reviewed the or- 
ganization of the company from its start 
and went into much detail as regards the 
application papers and agreements as to 
the purchase of stock. It likewise dealt 
with the contract between the Mountain 
States Life Insurance Company and the 
Mountain States Service Company, and em- 
bodied a statement as to the financial con- 
dition of the insurance company as of De- 
cember 31, 1920. 

Some of the significant comments of the 
examiners’ are herein below briefly re- 
ferred to: 

“On October 28, 1920, a certificate of au- 
thority to transact an insurance business 
in the State of Colorado was issued to the 
company by the Insurance Department of 
the State of Colorado following which the 
company, upon application to the Insur- 
ance Departments of the States of Wyo- 
ming and Utah, was licensed to transact 
business in those States. 


“Subscription to Capital Stock. 

“The capital stock of the company on 
the day certified copy of articles of incor- 
poration were filed with the Secretary of 
the State of Colorado was fully subscribed 
for. 

. * . . . 

“One hundred thousand shares as per 
above were subscribed for at one dollar 
and fifty cents ($1.50) per share and 
150.000 shares by the Mountain States 
Service Company at two dollars ($2) per 
share. 

“All -the above stock except the 150,000 
shares subscribed for by the Mountain 
States Service Company was subscribed 
for on individual, uniform subscription 
agreements worded as follows: 


“ Subscription Contract and Agreement. 

“1. The undersigned hereby subscribe 
for the number of shares of capital stock 
of the Mountain States Life Insurance Com- 
pany set above my signature, and I agree 
to pay for said stock at the rate of $1.50 
per share (of which $1 shall be on capital 
and 50 cents surplus), in cash or approved 
securities at such times as may be fixed 
by the board of directors named in the 


| 
| 
| 
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States Life 
following 
agree to 


charter of said the Mountain 
Insurance Company, on the 
terms and conditions which 1 
carry out and perform. ° 

“The authorized capital stock of said the 
Mountain States Life Insurance Company 
shall be $250,000, divided into 250,000 
shares having a par value of $1 per share; 
of which 100,000 shares shall be fully paid 
up before said company shall begin busi- 
ness, . 
“It is agreed that this contract shall not 
be binding on the subscriber hereto until 
100,000 shares of the capital stock of said 
company shall have been subscribed. The 
subscribers for the first 100,100 shares 
shall be known and hereinafter designated 
as the syndicate. 

“It is the desire and purpose of the 
syndicate to distribute the stock of said 
company among 5,000 stockholders of said 
company in amounts of fifty shares to each 
stockholder, hereinafter known as_ per- 
manent stockholders, and it is agreed that 
each of said stockholders shall be _ re- 
quired to pay for said stock the sum of 
$100 ($50 the par value of the fifty shares 
and $50 surplus). ; 

“Each permanent stockholder may pay 
for stock subscribed in cash, or if said 
subscriber be a policyholder in said com- 
pany he may, in lieu of cash, sign and de- 
liver a note and contract for the amount 
of his subscription in substantially the 
sopesing form, to-wit: 


(Form.) 


‘Subscription and Contract for Stock. 

“ $100. Dated at 

“For value received, I hereby promise 
to pay to The Home Savings and Trust 
Company, trustee, one hundred dollars 
($100) with interest at the rate of six (6) 
per cent. per annum from date, in accord- 
ance with attached contract, which is made 
a part hereof. This note is non-negotiable 
and void if detached from contract. 


“I hereby subscribed for fifty (50) shares 
of the capital stock of the Mountain 
States Life Insurance Company, for which 
I agree to pay one hundred dollars ($50 
the par value of said stock and $50 sur- 
plus) payable at my option within thirty 
(30) days from the date hereof in cash or 
may be paid for solely out of the divi- 
dends accruing on my charter membership 
policy in said company for $5,000 or out of 
the dividends accruing on any policies 
which may be issued to me by said com- 
pany. Subject to approval and acceptance 
by said company. 

“The attached note, which is a part of 
this contract, is given in payment for fifty 
(50) shares of the capital stock ($50 the 
par value of said stock and $50 the sur- 
plus) of the Mountain States Life Insur- 
ance Company. 

“T hereby authorize the secretary of the 
Mountain States Life Insurance Company 
to pay such cash dividends as may be ap- 
portioned to my policy of $5,000 or any 
other policy on my life in the said com- 
pany, to The Home Savings and Trust 
Company of Denver, Colorado, trustee, for 
the payment of said note, until said note 

(Continued on next page) 
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MOUNTAIN STATES LIFE INSURANCE 
COMPANY, DENVER COL. 

shall be cancelled and said stock shall be 

delivered to the undersigned. Any divi- 

dends that may be paid on above-men- 

tioned stock shall be applied on said note. 

“It is hereby agreed that this note is 
given and accepted with the understanding 
that it is payable only in the manner 
stated above and should the maker not be 
insured in said company or allow said 
policy of $5,000 to lapse before said note 
is paid in full, or fails to pay same in 
cash above provided, he shall not be 
entitled to any of said dividends credited 
on said note, and said note and contract 
shall be cancelled and both parties re- 
lieved from any further liability there- 
under. 

“*In event of the death of the maker of 
said note, before it is paid in full, the 
beneficiary under the charter membership 
policy of $5,000 shall have the right at the 
time the proceeds of the policy shall be 
paid by the Mountain States Life Insur- 
ance Company to elect to pay the balance 
due on said note and take the stock; and 
in event the beneficiary does not so elect 
the said beneficiary shall be entitled to re- 
ceive in cash the amount of dividends 
credited on said note and contract shall 
be cancelled and both parties relieved from 
any further liability hereunder. 


as 


MPM cGccitckoees  Uedaveceeteae eevee ace 
REM Sci vecadeiate 
* Accepted this .... day of ...... ,» & D 
WR... 
“ Mountain States Life Insurance 
Company. 
setdectuver President. 


egrveedovene Secretary. 

The above stock is placed without com- 
pensation or profit, direct or indirect, to 
the agent or any other person. 

“Until after the completion of the sale 
of the charter membership policies, no 
salary or compensation of any kind or 
character except regular commissions for 
the sale of life insurance policies shall be 
paid by the company to any officer or di- 
rector of the Mountain States Life Insur- 
ance Company; which company has been 
organized without promotion expense. 

*“*Mountain States Life Insurance 
Company. 


“It is further agreed that the certificate 
of stock subscribed for by the syndicate 
shall be issued by the Mountain States 
Life Insurance Company as paid for and 
shall be assigned in blank by the sub- 
scriber and deposited with The Home Savy- 
ings and Trust Company, trustee, to be 
held by it and disposed of according to 
the terms of this agreement. 

“Before writing any other form of in- 
surance policy, it is the desire and pur- 
pose of the Mountain States Life Insurance 
Company to write 5,000 charter member- 
ship policies which shall be for $5,000 each 
on the twenty payment life plan providing 
the payment of $1,000 in the event of the 
death of the insured during the first year 
the said policy is in force; $3,000 during 
the. second year and $65,000 thereafter in 
full liability thereunder. 

“Mountain States Service Company, gen- 
eral agents, shall pay from its commis- 
sions to the Home Savings and Trust Com- 











pany, trustee, a sum payable in quarterly 
installments, equal to two per cent. of the 
first year’s premiums on all new business 
by the company during the period the said 
principal sum of $150,000 is being repaid to 
the syndicate as herein provided, after 
which time such payment shall cease. The 
said sums so paid, together with all in- 
terest on said stock notes, shall be paid 
to the said Trust Company, trustee, ana 
shall be the property of the syndicate and 
shall be distributed quarterly to the syndi- 
cate prorated among’ the members in ac- 
cordance with their several subscriptions 
beginning December 31, 1920. 

“The secretary of the Mountain States 
Life Insurance Co. shall pay to said Trust 
Company, trustee, the amount apportioned 
in cash dividends on each policy, which 
shall be applied first to the payment of in- 
terest and the balance credited on princi- 
pal of said note for stock. 

“As each of the $100 stock subscription 
notes is paid The Home Savings and Trust 
Company, trustee, shall cause to be issued 
to the maker of said note a certificate for 
fifty (50) shares of the capital stock of 
said the Mountain States Life Insurance 
Company and endorse such amount on the 
original certificate or certificates. 

“When the monies credited on principal 
shall amount at any time to $15,000 the said 
Trust Company, trustee, shall distribute 
the same to the syndicate; and when such 
payments shall, on the principal there, 
total $150,000 such distribution shall cease, 
and all benefits and profits accruing to the 
syndicate under this contract shall ter- 
minate except as to the interest on stock 
notes. 

“The balance of all monies received by 
said Trust Company, trustee, under this 
contract including the balance of money 
received in payment for said stock notes, 
and any and all money or property re- 
ceived by it in trust under this agree- 
ment, shall immediately be paid and de- 
livered to said Mountain States Life In- 
surance Co. 

‘“*T hereby subscribe for .......... 
shares of the said capital stock in accord- 
ance with the above agreement. 

“I hereby authorize and 
Home Savings and Trust 
trustee to assign the shares of stock 
herein subscribed for and in my name, 
place and stead to sign my name and to 
do any and all other acts necessary to 
earry out such assignment in accordance 
with this agreement. 

“Tt is further understood that whereas 
the undersigned has subscribed for........ 
shares of the capital stock of the Mountain 
States Life Insurance Company and has 
paid for the same in approved securities 
consisting of 


direct the 
Company as 


cash value §........ » and 
desirous of having the same returned 
upon the payment to the Mountain States 
Life Insurance Company of the sum of 
in cash and the said Mountain 
States Life Insurance Company is agree- 
able that the said securities may be re- 
placed by cash in said sum of $....... = 

“Now therefore it is understood and 
agreed that the Home Savings and Trust 
Company, trustee, shall pay to the Moun- 
tain States Life Insurance Company all 
sums of money due under said contract to 


is 











—— 
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said party and that the said Mountain 
States Life Insurance Co. shall return to 
said party from time to time, as said sums 
are paid, to-wit, in consideration of saiq 
cash, the above securities in equal amount 
until all such securities shall have been 
returned; after which the said The Home 
Savings and Trust Co. shall pay the said 
party distribution thereafter due as pro- 
vided for under said contract. 

“The Home Savings and Trust Company 
hereby accepts and agrees to carry out 
and perform the provisions of the forego- 
ing contract on its part. 

“ Mountain States Life Insurance Com- 
pany hereby accepts and agrees to carry 
out and perform the provisions of said con- 
tract on its part. 

“Mountain States Service Company 
hereby accepts and agrees to carry out 
and perform the provisions of the forego. 
ing contract on its part. 

“From this it will be noted that the 
subscribers to one hundred thousand dol- 
lars of capital stock subscribed and paid 
for the stock with the understanding that 
the stock for which they subscribed was 
to be resold for them, endorsing their 
stock certificates in blank and depositing 
them with the Home Savings and Trust 
Co., trustee, in trust for them subject to 
the conditions pertinent to the resale. It 
will also be noted that the consideration 
clause in the subscription contract con- 
tains the provision under which the sub- 
scriber reserves the right to purchase his 
securities back for cash to the amount for 
which said securities were accepted by -the 
Mountain States Life Insurance Co. in pay- 
ment for said stock. 

“Payments to said subscriptions at the 
time certificate of authority from the In- 
surance Department of Colorado was ob- 
tained, were as follows: 

“Number of shares, 73,002; payment to 
capital stock account, $73,092; payment to 
surplus account, $36,546; total payment, 
$109,638. 

“Of this total payment of $109,688 the 
amount of $2,632 was paid in cash and the 
balance in securities consisting of time 
certificates of deposit, liberty bonds, 
waterworks bonds and real estate mort- 
gages all of which were accepted by the 
Insurance Department of Colorado as 
securities for capital stock deposit. 

“To satisfy themselves that under the 
conditions of the subscriptions and the 
payments thereon the individual  sub- 
scribers had not merely ‘loaned’ their 
securities to the Mountain States Life In- 
surance Company, the examiners procured 
from each of the subscribers an affidavit 
worded as follows: 


a ee Pee 
“Tt hereby certify that I ........cscccees ’ 
Oe nsuatevareviee Me: OG Vivccncceeayse the 
owner, clear and free, of the following 


described securities: 
OW TE OR ooo. s Specs I transferred and 
delivered the above described securities 
and all my right, title and interest in any 
interest that may be due, or become due on 
these securities except for accrued interest 
at date of sale and except for my right to 
replace same with cash or other securities 
mutually satisfactory to the Commissioner 
of Insurance of Colorado, and the Moun- 
tain States Life Insurance Co. as per my 
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subscription contract dated 
The Mountain States Life Insurance Com- 
pany of Denver, Colorado, in consideration 
of 
And further I certify that there is no other 
agreement or understanding expressed or 
implied, written or verbal, that the whole 
or any part of said securities or the inter- 
est thereon shall be returned to me, except 
as follows: 

- 7 7 . = 


“ All of the affidavits were properly exe- 
cuted before a notary public and no one 
of the subscribers acknowledged any con- 
ditions surrounding his subscription or 
payment thereon other than stated in 
above affidavit. All of said affidavits con- 
stitute a part of this report and are as 
such placed on file with the Insurance De- 
partment of Colorado by the examiners. 

“From the record of payments on sub- 
scriptions it will be seen that when the 
company applied for and received certifi- 
cate of authority from the Insurance De- 
partment of Colorado, only 73,092 shares 
were fully paid for. If this be construed 
that on this date the company had com- 
plied with the laws of the State of Col- 
orado, specifying that no Life Insurance 
Company shall be permitted to do any 
business in this State unless it is pos- 
sessed of an actual paid-up cash capital 
not less than one hundred thousand dol- 
lars, the company nevertheless on this date 
had not complied with the conditions of 
its subscription contract which specified 
that * 100,000 shares shall be fully paid up 
before said company shall begin business.’ 

“The company’s stock certificate book 
shows that it issued a certificate for 26,908 
shares to the Mountain States Service Co. 
being the balance of the required 100,000 
shares, though the company’s cash book 
shows that in payment of these 26,908 
shares the company accepted the unsecured 
promissory note for $40,362 from the 
Mountain States Service Company, at that 
time a common law trust, without, as far 
as the examiners were able to find, any 
assets. 

“This note was liquidated in full on 
December 28, 1920. 

“The subscription for 150,000 shares by 
the Mountain States Service Company at 
$2 per share provides for the payment’ by 
the Mountain States Service Company of 
three hundred thousand dollars upon call 
by the Mountain States Life Insurance 
Company, stock to be issued and delivered 
as paid for upon said call and provides 
that if no call is made by the insurance 
company within ene year or if not paid 
within thirty days after call is made the 
subscription shall be void as to any stock 
not paid for. 

“The subscription therefore is in the 
nature of a one year option on 150,000 
shares of the company’s capital stock 
with the right of recall if not settled in 
full within thirty days from the day notice 
has been given. The Mountain States 
Service Company executed its unsecured 
note for $300,000 for this subscription pay- 
able to the Mountain States Life Insur- 
ance Co. on or before one year from date 
in multiples of one hundred dollars with- 
out interest. 

















“ Applications for Life Insurance and 
Subscriptions to Capital Stock. 

“It will be noticed that under section 12 
the Mountain States Service Company is 
given the right and agrees to sell 250,000 
shares of the Life Insurance Company’s 
stock at $2 per share and agrees to sell 
not less than 5,000 shares in each year 
during the continuance of this contract 
without compensation, the only compensa- 
tion being on insurance sold as per sec- 
tion 3. 

“It will further be noticed that the 
Service Company agrees to sell at least 50 
shares of stock for each $5,000 charter 
membership policies sold by them during 
each year. 

“The records of the company show that 
up to the close of the examination the 
Service Company had sold 215 charter 
membership contracts or life insurance 
policies, and had taken a stock subscrip- 
tion for 50 shafres of the life insurance 
company’s stock from each of the appli- 
eants for life insurance. The examiners 
were not able to find that the company 
had issued any policy for life insurance 
without the policyholder at the same time 
being a subscriber to the company’s capi- 
tal stock. Neither could the examiners 
find any case where the company had re- 
ceived or accepted a subscription to its 
capital stock through the Mountain 
States Service Company without having re- 
ceived an application for or issued a 
policy of life insurance to such subscriber. 

“In all cases where an application for 
life insurance has been procured by the 
Service Company and accepted by the In- 
surance Company a subscription to the 
Insurance Company's capital stock was 
procured by the Service Company and ac- 
cepted by the Insurance Company from the 
applicant for life insurance. In all such 
cases the subscription to capital stock is 
a continuation of the application for life 
insurance though the applicant subscribes 
separately.to the provisions and conditions 
applicable to a policy of insurance and to 
those applicable to subscriptions to capi- 
tal stock. Among the provisions of the 
application applicable to life insurance 
subscribed to by the applicant appears the 
following: 

“*No inducements of any character 
have been made me to procure this appli- 
cation.’ 

“The application for insurance and the 
subscription to capigfal stock reads as 
follows: 

“ Application Part 1. 


“To Mountain States Life Insurance Com- 
pany, Denver, Colorado. 

“T hereby apply for a $5,000 graded 
death benefit charter membership policy 
on the 20 payment life plan. In event of 
my death the liability of the company 
shall be as follows: $1,000 during the 
first year; $3,000 during the second year 
and $5,000 thereafter.” 

* . o * + 

“ Subscription and Contract for Stock. 

“$100. For value received, I hereby 
promise to pay to the Home Savings & 
Trust Co., trustee, one hundred dollars 
($100) with interest at the rate of six (6) 
per cent. per annum from date of issue of 
policy in accordance with attached con- 








tract which is made part hereof. This note 
is non-negotiable and void if detached 
from contract.” 

“I hereby subscribe for fifty (50) shares 
of the capital stock of the Mountain States 
Life Insurance Company for which I agree 
to pay one hundred dollars ($50 the par 
value of said stock and $50 surplus) pay- 
able at my option within thirty (30) days 
from the date hereof in cash or may be 
paid for solely out of the dividends, ac- 
cruing on my charter membership policy 
in said company for $5,000 or out of the 
dividends accruing on any policies which 
may be issued to me by .said company. 
Subject to approval and acceptance by said 
company. 

“The attached note which is a part of 
this contract, is given in payment for 
fifty (50) shares of the capital stock ($50 
the par value of said stock and $50 the 
surplus) of the Mountain States Life In- 
surance Co, 

“I hereby authorize the secretary of the 
Mountain States Life Insurance Company 
to pay such cash dividends as may be ap- 
portioned to my policy of $5,000 or any 
other policy on my life in the said com. 
pany to the Home Savings & Trust Com 
pany of Denver, €olorado, trustee, for the 
payment of said note, until said note with 
interest is paid in full; at which time the 
said note shall be cancelled and said stock 
shall be delivered to the undersigned. 
Any dividends that may be paid on above 
mentioned stock shall be applied on said 
note. 

“It is hereby agreed that this note is 
given and accepted with the understand- 
ing that it is payable only in the manner 
stated above and should the maker not be 
insured in said company or allow said 
policy of $5,000 to lapse before said note 
is paid in full, or fails to pay the same in 
eash as above provided, he shall not he 
entitled to any of said dividends credited 
on said note, and said note and contract 
shall be cancelled and both relieved from 
any further liability hereunder. 

“In event of the death of the maker of 
said note before it is paid in full the bene- 
ficiary under the charter membership 
policy of $5,000 shall have the right at the 
time the proceeds of the policy shall be 
paid by the Mountain States Life Insur- 
ance Company to elect to pay the balance 
due on said note and take the stock; and 
in event the beneficiary does not so elect 
the said beneficiary shall be entitled to 
receive in cash the amount of dividends 
credited on said note and said note and 
contract shall be cancelled and _ both 
parties relieved from any further liability 
hereunder. 

“The consideration clause in the policy 
reads as_ follows: This insurance is 
granted in consideration of the application 
therefor, copy of which is hereto attached 
and made a part of this contract. Under 
the general provisions of the policy such 
policy and the application therefor con- 
stitute the entire contract. 

“In all cases where the company has is- 
sued a policy for life insurance it has 
attached to the policy a copy of the appli- 
eation for the policy and a copy of the 
capital stock subscription contract. It is 
not within the province of the examiners 

(Continued on next page) 
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MOUNTAIN STATES LIFE INSURANCE 

COMPANY, DENVER, COL.—(Con.). 
to determine whether the stock subscrip- 
tion contract, a copy of which is so at- 
tached -to the policy, becomes thereby a 
part of the policy contract. 

“The policy itself, independent of the 
application, and the provisions of the ap- 
plications applicable to such policy and 
separately subscribed to by the applicant, 
make no mention in any form whatsoever 
of the subscription to the company’s capi- 
tal stock, however the subscription con- 
tract for capital stock by its terms makes 
the policy part of the contract for capital 
stock. 

“It will be noticed that the provisions 
in the subscription and contract for capi- 
tal stock blank setting forth that the stock 
is placed without compensation or profit 
direct or indirect to the agent or any 
other person and that no salary or com- 
pensation of any kind or character except 
regular commissions for the sale of life 
insurance policies shall be paid by the 
company to any officer or director of the 
company appears below the signature of 
the proper officer of the Mountain States 
Life Insurance Co.” 

The financial statement as of December 
31, 1920, as ascertained by the examiners, 
in brief, is as follows: 


New premiums 
Proceeds from sale of syndicate 
stock 


23,273.56 


50,000.00 


Total income $82,946.38 


$19,735.62 


$23,663.20 


$160,302.24 


Liabilities, Surplus and Other Funds. 
Net reserve $1,194.85 
Miscellaneous liabilities 9,589.26 
Capital 100,000.00 
Unassigned funds (surplus)... $49,513.13 


Total admitted assets 


$160,302.24 


In closing, the examiners stated : 

“The examiners have made no examina- 
tion of the company’s assets other than 
cash on deposit with and certificates of 
deposit issued by the Home Savings and 
Trust Company of Denver, Colo. 

“Some changes in the directorate of the 
company were made during the month of 
November occasioned by the resignation 
from the board of Walter C. Wilson and 
Harold G. Hewitt. 

“Claude W. Fairchild, of Denver, Colo., 
and Robert B. Forsyth, of Cheyenne, Wyo., 
were elected in their stead. 

“The officers and directors at the close 
of the examination were: 


“ Officers and Directors. 

“Claude W. Fairchild, president; Rob- 
ert B. Forsyth, vice-president; Ernest P. 
Perrine, vice-president; William L. Vernon, 
secretary; Robert H. Higgins, treasurer; 
Dr. Chas. A, Ellis, medical director; Will 
W. McBride. 
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“ Harold G. Hewitt is actuary, but not a 
member of the directorate.” 

It is reported that the company is not 
complying with one of the Commissioner's 
requirements, namely: “ The forms of ap- 
plication for stock and for insurance shall 
be on separate sheets of paper and en- 
tirely separate and distinct.” 


NEW YORK LIFE INSURANCE COM- 
PANY, NEW YORK. 
Report of Examination Reviewed. 

The regular triennial examination of this 
company was made by the Insurance De- 
partment of New York as of December 31, 
1919. 

The report, dated February 7, 1921 (filed 
February 17, 1921), is voluminous and 
covers the company’s transactions for the 
three years, 1917 to 1919, in much detail. 

The financial statement of the company 
(December 31, 1919), as ascertained by the 
examiners, differs slightly from that pub- 
lished in “Best's Insurance Reports” 
(1920), pages 4483 to 444, as illustrated 
below: 

Examiners’ Best's 

Reports. Reports. 
Total income $177,315,922 $177,256,322 
Total disbursements $175,442,968 $175,485,248 
Admitted assets ... $961,059,925 $961,022,120 
Net reserve $755,286,820 $755,261,263 
Special funds $49,382,988 $49,919,773 


Extracts from Examiners’ Comments. 
Recapitulation. 
“Real Estate. 
Total book value Dec. 31, 
1916, twenty-six parcels... 
Acquired in 1917, 1918 and 
1919, sixteen parcels........ 
Alterations and repairs 1917, 
1918 and 1919 
Increase by adjustment in 
1917, 1918 and 1919 
Profit for 1917, 1918 and 1919. 


$11,257,500.00 
5,761,494.80 
24,281.67 


73,091.53 
1,500,517.77 


$18,616,885.77 
Sold twenty par- 
cels in 1917, 1918 
and 1919 $8,295,325.00 
Received on ac- 
count in 1917, 
1918 and 1919.. 
Decrease by ad- 
justment in 
1917, 1918 and 
ee 


—13,413.58 


1,237,666.19 
——————_ 9, 46,404.00 


Total book value Dec. 31, 


1919, twenty-two parcels $9,070,481.00 


“Two of the company’s foreign office 
buildings owned in 1916, the Amsterdam 
and Budapest offices have been sold. 

“The greater part of the Paris building 
was sold during 1919 for $1,737,000 all cash. 
The remainder of the property was valued 
by the French government at $234,881. 
The book value of the property before sale 
was $1,311,580; less value of parcel not 
sold, $234,881; balance, $1,076,699; cash re- 
ceived by company, $1,737,000; profit on 
this sale, $660,301. 

“The book value of the New York Home 
Office building has been written down from 
$4,000,000 to $3,750,000, and that of the 


April 1, 1921 
Kansas City 
$600,000, 


building from $1,000,000 to 


“ Mortgage Loans. 

“On December 31, 1919, the company had 
outstanding mortgage loans amounting to 
$150,869,677.31, made up as follows: 

City loans in New York City. $87,757,925.7 
City loans outside of New 
York City 34,701,032 
City loans total (1,107 loans). $122,458,958.57 
Farm loans (6,242 loans) 37, 352,888.87 


Total mortgage 
(7,349 loans) 
Advances for taxes, 
surance, etc., on city loans 
(9 loans) 


loans 
$159,811,847 


$159,869,677.31 


“City Loans. 

“The company makes city loans for 
periods not in excess of ten years but 
where mortgages are written for the ex- 
treme period the contracts provide for pay- 
ments in reduction of principal at stated 
times. 

“The bonds and mortgages were ex- 
amined and checked with the mortgage in 
force cards and with a schedule of mort- 
gages outstanding as of December 31, 1919 
This schedule was then footed and found 
correct. 

“Certificates from attorneys that the 
mortgages were first liens or title policies 
were found for all loans negotiated since 
December 31, 1916, the date as of the last 
examination. 

“All loans placed since December 31, 
1916, were checked with the minutes of the 
Finance Committee and their purchases 
were found authorized by the committee. 

* All loans as of December 31, 1919, paid 
off during 1920 before the examiners had 
examined the papers covering same were 
checked with the Mortgage Receiving Cash 
Book and were found paid. 


“ Resident Loans. 

“During 1916 what is known as a Resi- 
dent Loan Bureau was established. 

“The company is making resident loans 
in Atlanta, Birmingham, Memphis Minne- 
apolis, Kansas City and Omaha. When it 
enters a city it makes a connection with a 
local company. It usually does not sign 
a formal agreement but operates under an 
arrangement covered by a letter embody- 
ing approximately the following provisions. 

“The agreement is for an_ indefinite 
period. The local concern is to offer to 
the company all residential loans made by 
it coming within the company’s require- 
ments. The New York Life on its part 
agrees not to purchase residential loans 
in the city from other sources nor to make 
residential loans to any individual except 
on direct application without the inter- 
vention of a broker. 

“The local company is to offer loans ir 
blocks of $25,000, giving the New York 
Life six months within which to satisfy 
itself as to title and to appraise the secur- 
ity. After such loans are approved the 
company purchases the same paying par 
and accrued interest to date of delivery. 

“The principal requirements are that the 
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borrower must occupy the house as his 
residence —the loan must be for not less 
than $2,000 nor more than $7,000. i is 
not to exceed 50% of the New York Life’s 
appraisal of the security. Loans are to be 
for periods of from three to five years and 
are to provide for annual reductions. 

“The local company is to make the bor- 
rower a standard uniform charge not ex- 
ceeding 1% plus %% for each year the 
mortgage has to run. The local company 
is to make all collections and give the 
mortgage and the security all necessary 
supervision, 

“When the New York Life makes a 
direct residential loan within the territory 
it is to make a charge in addition to its 
expenses of 144% for each year the mort- 
gage has to run. This charge is to be 
paid to the local company, which is to 
make all collections under the mortgage 
and give it and its security all necessary 
supervision. 

“Residential loans number about one 
hundred with unpaid principal of $560,000 
and are included in the amount shown as 
City Loans. 


“Farm Loans. 

“The mortgages, assignments and notes 
were compared and checked with a schedule 
covering the principal outstanding as of 
December 31, 1919. The total of this 
schedule was found equal to the aggregate 
farm loans carried by the company in its 
records and in the annual statement. 

“All loans outstanding December 31, 
1919, that were paid off before such mort- 
gages were checked into the schedule were 
traced into the Mortgage Receiving Cash 
Book to see that they had been paid. 

“ Sufficient test checks were made of the 
certificates of attorneys that mortgages 
were first liens, to satisfy your examiners 
that the company makes searches and in 
all cases requires certificates from its 
counsel that such mortgages are first liens 
on the property. Frequently typographi- 
cal errors were found in the certificates. 

“The fire insurance was not checked as 
the company’s farm loans are based on 
land values only and consequently require 
no fire insurance. The amount loaned was 
checked with the company’s valuation in 
those cases where the property had been 
inspected by the company’s appraisers. 
In those cases where the company’s ap- 
praisers had not inspected the land, the 
amount loaned was checked with the 
negotiating company’s appraisal. In all 
cases the loans were found well under 

»% of such values. 
“Table Showing Changes 

Outstanding Since Examination as of 
December 31, 1916. Classified Accord- 
ing to Rates of Interest. 


in Mortgages 


“City Mortgages. 
As of Dec. . As of Dec. 
31, 1916. 31, 1919. 

tate of Principal Principal 
Interest. Outstanding. Outstanding. 
% $535,000 $700,000 
10,468,973 7,405,900 
1,900,000 
3,790,000 
75,331,198 
990,500 


13,895,835 23,899,819 





258,000 
6,200,553 
91,750 
92,000 


205,000 
8,085,446 
65,100 
86,000 


5% Yo 
6 





$137,050,075 $122,458,959 
“Farm Mortgages. 
$8,748,150 
3,389,296 
12,384,218 
42,607 
2,397,944 
19,930 


$15,271,084 
2,992,819 
15,060,164 
248,423 
3,671,707 
14,857 
18,075 
69,762 


9,000 6,000 





Totals... $27,529,575 $37,352,889 


“Foreign Exchange. 

“The company has fixed or standard 
rates of exchange for calculating the 
amount of insurance and reserve liabilities 
for the various countries in which it does 
business. 

“Commencing as of January 1, 1919, the 
company used the standard rates of ex- 
change in converting the amounts of re- 
ceipts and disbursements appearing on the 
foreign reports, this was in accordance 
with a suggestion submitted at the pre- 
vious examination. 

“The two following cases are cited to 
show the inconsistent reporting of assets 
and liabilities for the business in some 
foreign countries. 

“Cash in banks at the end of year 1919 
in South American countries, London and 
Japan, were reported to the New York 
Home Office direct, not through the Paris 
office, these amounts were converted to 
United States money at the current rate of 
exchange on December 31, 1919. 

“The reserve liabilities for policy obliga- 
tions in the above named countries were car- 
ried by the company at a fixed or standard 
rate of exchange. Applying this standard 
rate of exchange to the amount of cash in 
banks, the difference would be an increase 
of $232,174.98, computed as follows: 

“Amount in banks converted by the com- 
pany at the current rate of exchange on 
December 31, 1919, $3,185,929.31; same 
amount of cash converted at the standard 
rates as used to obtain the reserve lia- 
bilities, $3,418,104.24; an increase amount- 
ing to $232,174.98. 


“Canadian, 

“Prior to March, 1920, Canadian claims 
and maturities, including those on policies 
issued in the United States were paid in 
Canada through the Bank of Montreal. 

“This practice included payment of 
claims on policies originally issued in the 
United States but on which the residence 
of insured had been changed to Canada. 

“Owing to the depreciation in Canadian 
currency, it was brought to the company’s 
attention that Americans in Canada with 
United States policies incurred a loss by 
accepting Canadian checks. 

“In March, 1920, the company decided to 
pay all claims on United States contracts 
by checks on New York banks and use 
Canadian checks on Canadian issues only. 

“All payments made in Canada since 
December, 1919, will be reviewed by the 
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company, and if a United States contract 
has been settled by a Canadian check, same 
will be corrected on the basis of New York 
exchange on date of payment. 


“San Salvador Silver. 

“ Death claims and endowment payments 
of Central American cases during selected 
periods of 1917, 1918 and 1919 
amined. 

“The majority of such cases examined 
were payable in United States gold; other 
policies contained a currency clause which 
provided that the proceeds were payable in 
silver or its equivalent in United 
gold or United States currency. 

“Before payment each was sub- 
mitted to the Treasurer’s Department for 
the current rate of exchange on day of 
settlement and was so treated. 


were ex- 


States 


ease 


“ Dividends. 
“The New York Life Insurance Company 
in its financial statements to the Insurance 
Department not report any item of 
unassigned funds (surplus) as such. Cer- 
tain funds for the protection of policy- 
holders may be considered as_ surplus, 
namely, Security Fluctuation and General 
Contingency Fund, Annual Dividend 
Equalization Fund and Reserve for Future 
Expenses on Paid-up Annual Dividend 
Policies. Considering the total of the 
amounts of those three funds as surplus 
the net changes for each of the last three 
years were: 
1917 Gain in surplus........ 
1918 Loss in surplus 
1919 Gain in surplus........ 


does 


$12,629,468.91 
$1,684,275.93 
$5,208,039.48 

“These figures are based upon the com- 
pany’s statement before audit. In 1917 
this company adopted the amortization 
plan of valuing its bonds, which change re- 
sulted in a considerable increase in valua- 
tion. The same year a change in the 
method of calculating amounts provision- 
ally ascertained, ete., for deferred divi- 
dends was put in effect which resulted in 
increasing the amounts so set apart, etc., 
reported as part of the company’s liabili- 
ties, surplus and other funds. 

“In the 1919 statement amounts reflect- 
ing the company’s business in Russia pre- 
viously seized by the so-called Soviet gov- 
ernment have been omitted. 

“At the end of each of the three years 
the percentages of surplus, as above con- 
sidered, to net reserves were: 


“Apparently it is not practicable to at- 
tempt any separation of earnings between 
the various classes of business on the com- 
pany’s books. From the gain and loss ex- 
hibits the amounts of business at the end of 
each of the three years were: 

Deferred 1917. 1918 1919. 
$797,550,390 $714.48,584 $621,769,399 
Annual dividend 
$1,750,558,665 $1,996,921,997 $2,385,476,586 
Non-participating 
$125,225,281 $127,359,271 $120,674,101 

“The company maintains a more or less 
informal accounting of its experience on 
Contribution Annual Dividend business. 
This is the main item of annual dividend 
business. This account would indicate 

(Continued on next page) 
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NEW YORK LIFE INSURANCE COM- 
PANY, NEW YORK—(Continued). 
percentages of surplus to reserves on this 
total Contribution Annual Dividend busi- 
hess at the end of each of the three years, 

as follows: 


1917 Issues of 1906 through 1917... 8.4% 
1918 Issues of 1906 through 1918... 6.2% 
1919 Issues of 1906 through 1919... 6.3% 


“ Considered as a whole the subdivision 
of dividends between deferred and annual 
dividend business so far as can be deter- 
mined from the very general data available 
seems to have resulted in no marked ad- 


vantage to one or the other of these two 
classes of business. 
“ Annual Dividends, 

“The methods of determining policy 
dividends on annual dividend business 
have not been changed since the last ex- 
amination by this department. Such 


methods were fully discussed in the report 

on that examination. 
“The expense ratios for new and 
newal business have varied as follows: 
First Year. 


re- 


Renewal. 





: ee desc bbaad 66.17% 10.58% 
1917. © .80% 10.71% 
Bat ceccmesenss 65.79% 10.98% 
NG bie wa eiestcowces 67.01% 11.21% 

“The effective rates of interest have 
practically not changed: 

Except France. France. 
re 4.2% 3.5% 
Ce thats indents irin'6:e 4.2% 3.5% 
—____ RS eae 4.2% 4.0% 
ee 4.2% 3.5% 

“The company made no change in the 
factors used in computing Contribution 
Annual Dividends paid in 1916, 1917 and 
1918. .The dividends were reduced in 1919 


and further reduced in 1920. 
Percentage of 
normal renewal 


Expense’ Interest surplus 

factor. factor. paid. 
1916.... 10.61% 4.20% 100% 
Sess 10.61% 4.2% 100% 
2ens..-. 10.61% 4.2% 100% 
1919.... 11.25% 4.2% 100% 
1920.... 11.25% 4.2% 90% 


“Except as to 5 and 10-year extra divi- 
dends the 1920 payments are 10% less than 
that of the previous year on similar poli- 
cies the same length of time in force. 

“Apparently the company’s two-factor 
method of calculating Contribution Annual 
Dividends does not result in the distribut- 
tion of all the earnings to which the busi- 
ness is entitled. In 1915 the company se- 
cured the approval of the Superintendent 
of Insurance to its payment of an extra 
dividend on the fifth and tenth anniver- 
saries of policies issued on the Contribu- 
tion Annual Dividend Plan. On this fifth 
year anniversary this dividend consists of 
10% of the premium at the domestic an- 
ual rate and for the tenth anniversary $10 
per $1,000 of insurance. 

“A note forming part of Schedules M 
and N of the annual statement explains 
these dividends as follows: 

“The company’s experience with Con- 
tribution Annual Dividend policies has de- 
veloped certain minor sources of surplus 
in addition to the two main sources in- 
cluded in the regular dividends. These 











minor sources of surplus include economy 
in acquisition expenses combined with sur- 
plus arising from discontinuances§ and 
from favorable mortality. 
“As to the 10th year extra dividend it 
would appear that the main source of 
protit is from mortality savings. In its 
letter of April 19, 1915, to the Superin- 
tendent of Insurance the company in part 


wrote: ‘As this extra dividend is prac- 
tically derived from mortality savings we 
believe the best method of apportioning 


would be upon the amount of insurance, as 
such apportionment would take into ac- 
count the larger at the younger 
ages, and would represent a more equita- 
ble division among the several plans of 
insurance.” 

“From inspection of the gain and 
accounts of Contribution Annual Dividend 
Policies for the three-year period covered 
by the examination it would appear that 
the extra 5 and 10-year dividends paid dur- 
ing those years were from surplus ac- 
cumulated by the years’ issues out of 
which distributed and that after such dis- 
tribution there still remained a surplus 
to such years’ issues. 

“It is claimed for this method of 5- 
year distribution that it is a common 
sense effort to adjust surplus periodically 
and that it developed into a great 
business 

“The extra dividends payable in 
were computed by the company at $1,- 
194,794, which is somewhat more than 10% 
of the regular contribution dividends esti- 
mated to be $10,947,178. 

“In its 1919 statement the company 
ported as annual dividends apportioned 
payable in 1920 the sum of $13,850,878. 
This was made up as follows: 
Cl OE 56- cca veneered detencndess 
Seven-year equalization ........ 
Progressive participating ..... 
Contribution annual dividend.. 


savings 


loss 


has 
asset. 
1920 


re- 


$1,595,508 
141,570 
O1,569 
12,049,431 
$13,850,878 
“ Deferred Dividends. 

“The methods of determining 
dividends payable were described in the 
last department report. Such methods are 
also set forth in the explanation attached 
to Schedules ‘O’ and ‘P’ of the annual 
report. 

“The histories used in computing stand- 
ard values have been modified in certain 
respects so that the results are not the 
same as in the case of dividends payable 
in 1916. On ages through 45 the results 
are greater in point of dividends on 1919 
distribution than in 1916. At age 
amounts payable are smaller. 

“In 1916 the company used 97% 
standard values; in 1919, 96%, 
1920 this percentage is 95%. 
duction is primarily to take up 
losses due to depreciation § in 
values. 

“The amortization 


deferred 


55 the 


of the 
and for 
This re- 
possible 
security 


method of valuing 
securities does not guard against losses 
hereafter to be written off, should such 
securities become not amply secured or in 
default. As heretofore explained the com- 
pany’s records are not such as to permit 
of a separation of surplus between annual 
and deferred dividend business, but it 
would seem that a considerable part of 
such surplus has arisen in connection with 





the deferred dividend business. 


It may be 
claimed that 


contingent losses should be 
taken from such surplus. On the other 
hand, the bulk of the deferred dividend 
business will either have gone off the books 
or have been transferred to another divi- 
dend class within the next six years, 
whereas many of the securities held on ac- 
count of such business mature at periods 
some years later. How far present divi- 
dend maturities should be penalized for 
such possible future losses presents a 
question difficult of solution. 


“Matured and Discounted Endowments. 

“The method of discounting deferred 
dividend settlements is the same as when 
investigated at the last examination. If 
an endowment with a tontine dividend is 
to be discounted, the company requires a 
medical examination at the applicant's ex- 
pense, but the majority of such maturities 
are insured for a new policy, in which 
case the medical examination fee is paid 
by the company. If a Life or Limited 
Payment Life policy with tontine divi- 
dends is discounted no evidence of insura- 
bility is necessary, unless the total 
value the face amount of 
policy. 

“When the tontine dividend only is 
discounted a certificate of health endorsed 
by an agency official or agent 
as evidence of insurability. 


cash 


exceeds the 


is accepted 


“A discount charge of 5% on value of 
policy reserve is made, and at 6% for the 
dividend portion, also a charge for term 


insurance is made for the unexpired term 
to cover the amount of dividend. Credit 
is allowed for any unearned policy loan 
interest, and on Life and Limited Payment 
policies a refund is made of the cost of 
insurance for the face amount of the policy 
for the unexpired term. 

“The 


premiums collected for the term 
insurance charge are credited to renewal 
premiums, whereas it is a new premium 


to cover additional insurance to the amount 
of the tontine dividend. 

“No discounted* that does not 
mature during the calendar year, therefore 
no term insurance is carried on 
pany's books at Sist 
discounted cases. 


case is 


the com- 


December for these 


“ Restorations. 

“The company’s rules allow the agencies 
to consider and approve for restoration on 
a ‘Self Health Certificate’ cases of $2,000 
or less, within ninety days from due date 
of premium, provided the case is not an 
impaired risk. 

“On impaired risk cases the renewal re- 
ceipts are returned to the Home Office at 
the expirziion of the thirty days’ grace 
period. 

“After ninety days and within six months 
from dune date of premium a ‘Medical 
Health Certificate’ is required before res- 
toration can be considered. 

“After six months from due date of pre- 
mium a ‘ Full Medical Examination’ is re- 
quired. 

“If reinstatement is applied for and the 
company’s rating on the case does not 
warrant reinstatement, it is referred to the 
Classification Committee or Actuarial De- 
partment for action with a memorandum 
showing what value there is in the policy; 
but if there is extended term insurance for 
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more than five years, and the policy is 
written without disability benefits, it may 
be reinstated without taking into consid- 
eration the condition of the risk. 

“If policy is written with disability ben- 
efits, or extended term insurance is less 
than five years, each case is treated upon 
its merits, or instead of declining the case, 
an offer is made to restore it on a modified 
form. 

“On deferred dividend cases, the general 
rule is te consider restoration within five 
years of lapse, provided the case is not 
within two years of maturity of deferred 
dividend, such cases should be governed 
by the restoration clause in contract, 
which varies from six months to various 
times within the accumulation period. 





* Nylic. 

“The word ‘ Nylic’ is made up from the 
first letter in each word of the title ‘ New 
York Life Company, and as 
such signifies band or organization of men 
within the ranks of the company’s agency 
force who are consistent and persistent 
proddcers. 


Insurance 


“To become a Nylic an agent must de- 
vote his full time to the service of the 
company and write at least $50,000 of new 
insurance each year of his membership. 
If an agent fails to write such a minimum 
amount of new insurance during his year, 
he automatically ceases to be a Nylic. 

“There are two separate and distinct 
Nylics — Nylic No. 1 and Nylic No. 2. 

“Nylic No. 1 concerns those who op- 
erated under Nylic contracts prior to 
1907 

“Nylic No. 2 pertains to agents who 
became Nylics after January 1, 1907. 

“The company classifies Nylic No. 2 
into grades or degrees according to the 
length of consecutive Nylic service as fol- 
lows: 

“Freshmen (first five years). 

‘First degree (second five years). 

“Second degree (third five years). 

“Third degree (fourth five years). 

“Seniors (all over twenty years). 

“After two Nylic years’ service, freshmen 
receive monthly payments of twenty-five 
cents per thousand dollars of business pro- 
cured and paid for during specified years 
that remains in force at the end of stated 
years. 


“Nylic payments on the same basis as 
stated above are made for the other de- 
grees as follows: . 

“ First degree, fifty cents per thousand. 

“Second degree, seventy-five cents per 
thousand. 

“Third degree, one dollar per thousand. 

“Senior Nylics receive payments as long 
is they live, provided only that they do 
not enter the service of any other com- 
pany. They are not required to produce 
the minimum of $50,000 new insuarnce each * 
year. 

“The basis of ascertaining the senior 
Nylic payment consists of as follows: 

“*«The basis of business for incomes for | 
the 6th, 7th, Sth, 9th, 10th, 11th, 12th, 13th, 
14th, 15th, 16th, 17th, 18th, 19th and 20th | 
years of coritinuous Nylic membership will 

| 


be added together and divided by 15. The 
sum thus obtained will then be averaged 
with the amount of new business written 
and placed under the conditions provided | 
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above during that year of service as a 
third degree Nylic in which his production 
was smallest, after deducting from same 
the amount of business placed during said 
smallest year which has lapsed by non- 
payment of premium, been cancelled or 
otherwise terminated up to December 31st 
of his twentieth Nylic year.’ 

“On the average or amount thus ob- 
tained seventy-five cents per thousand is 
paid each month. 

“Disability benefits are paid to Nylics 
for a period not to exceed five years when 
a Nylic is physically incapacitated for 
work of any kind, This fact must be es- 
tablished to the satisfaction of the com- 
pany as well as the continuation of such 
disability to the company from time to 
time on demand. 

“Any disability payments amount to the 
average monthly payments he has received 
from the beginning of the ‘degree’ of 
which he is a member at the time of such 
disability. 

“If an agent recovers and works for the 
company again, the company may make 
such an adjustment of the agent’s Nylic 
position as it may deem fair. 

“The company pays monthly for a 
period of six months whatever monthly in- 
come a deceased Nylic may have been 
drawing at the time of death to any ben- 
eficiary designated in writing and filed 
with the company by the agent or to the 
estate of such deceased Nylic. Such Nylic 
member must have been in good standing 
in the first, second or third degree or 
senior Nylic. 

“Beginning about 1915 the Board of Di- 
rectors declares each year a mortuary 
benefit of Nylic for agents as follows: 

“*Resolved, That the New York Life 
Insurance Company will pay as part com- 
pensation a mortuary benefit upon the 
death during the year of any agent mem- 
ber of first, second, third degree, or senior 
Nylic, whose employment contract author- 
izing him to solicit for new insurance for 
the company is in full force and effect at 
the time of his death, in addition to his 
other Nylic compensation, a sum equal to 
$1 per thousand of the business written 
and qualified by him under Nylic rules 
during the period of his freshman, first, 
second, third degree of Nylic membership 
and upon which business the second in- 
surance year’s premium has been paid or 
shall be paid.’ ” 


NEW YORK SAFETY RESERVE FUND, 
NEW YORK. 
Report of Examination Reviewed. 

This co-operative assessment corpora- 
tion, operating under Article VI of the 
Insurance Law, was examined by the New 
York Insurance Department as of May 31, 
1920. 

The report, dated July 19, 1920 (filed 
July 22, 1920), in referring to its financial 
condition as of that date (May 31, 1920), 
in brief, was as follows: 


UNNI EN 1. Gc bcos cadestu ce $15,774 

SIE 5-0 a bc 50 Go-0548 6:o0005 0% $16,699 

pe ER ee $16,292 
Liabilities. 

TDOOR WD oie Sis ieee $877 

Total MawMMIO ocieiscis deeccccvs $3,350 

Nxeess of assets over liabilities. $12,942 








Extracts from Examiner’s Comments. 
“ History. 

“This association was originally incor- 
porated in 1882 as the New York Mutual 
Reserve Fund, but on January 24, 1883, 
its name was changed to its present title. 
The Home Office has been located in New 
York City since its incorporation, except 
from October, 1900, until March, 1917. The 
first five and one-half years of this period 
it was located at Painted Post, N. Y., from 
whence it was moved to Syracuse, N. Y., 
at which place it remained eleven more 
years or until it removed to New York 
City, as above stated. At this time it vir- 
tually came under new management, al- 
though it retained its former secretary. 
The association writes business in the 
States of New York and Pennsylvania only. 

“In former years a considerable portion 
of its business consisted of what was 
known as combination or dividend certifi- 
cates, but owing to the unfortunate his- 
tory of this kind of business it discontin- 
ued writing this form of certificate in 
1910. Practically the last of these certifi- 
cates had been retired at the date of the 
last departmental examination of the as- 
sociation, at which time (June 30, 1916), it 
had an excess of assets over liabilities of 
$1,760.20, this excess having increased 
from a deficit of $269.47 six months pre- 
vious. About $1,500 of this apparent in- 
crease in surplus was due, however, to 
what proved to be ultra-conservatism in 
preparing the annual report for 1915. The 
income from assessments for the period 
was $18,054.66. 

“Since the combination or dividend cer- 
tificates have been eliminated from its 
business, the association has had a con- 
sistent growth both as to amount of busi- 
ness done and surplus accumulated as may 
be noted from the following table: 





Income Surplus 
Year. for Year. End of Year. 
ae ee $36,184.64 $2,963.29 
BEE wécnvwandes 41,572.65 4,506.21 
BE si-vecscsnes 49,106.56 8,239.67 
DEE cveiwenwes 55,318.12 12,784.02 


1920 (5 months) 26,199.67 12,942.31” 

The report contains a table covering the 
past five years and five months, showing 
premium and total income claims paid, 
commisisons and other disbursements and 
the percentage they respectively bear to 
the total income. 

In commenting upon said table, the ex- 
aminer stated: 

“From the above it will be seen that 
during the past five years the volume of 
business has increased 75 per cent. and 
the surplus between 400% and 500%: that 
payments for claims have remained about 
the same, being now about 20% of the 
receipts, where they were formerly in ex- 
cess of 30%. Payments for commissions 
have kept pace with assessments, being 
about 37%4% thereof. Managerial and op- 
erating expenses are only a little less than 
commissions, having increased from about 
33% of income to about 35%. It may be 
noted also that almost exactly half of the 
amount expended under this head is paid 
to officers and trustees as salaries and fees. 


“ Certificates. 
“The certificates of the association pro- 
vide casualty and health insurance, the 
(Continued on next page) 
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NEW YORK SAFETY RESERVE FUND, 
NEW YORK—(Continued). 
maximum risk assumed for natural death 
being $200. They provide accident and 
health monthly benefits up to $100 and 
accidental death benefits up to $1,000, but 
they are so generously provided with ex- 
ceptions and limitations that it is the ex- 
ception rather than the rule for the full 

face amount of the policy to be paid. 
“ Certificates in force May 31, 1920, were 
classified as follows: 
Number of Amount 
Certificates Insured. 
Banner and Peerless... 3885 $582,750 
Universal 258 71,500 
Casualty 394 230,175 
Weekly .. 453, 45,300 





$929,725 

“ Reserve under section 205 of the In- 

surance Law is calculated at $2 for each 
$5,000 of amount here shown. 


“Profit Sharing Agents’ Contracts. 

“About 70% of the association's assess- 
ment income is collected under a profit- 
sharing plan whereby the agent receives 
one-half of his collections less disability 
claims, rent and taxes. The initial or pol- 
icy fee which is officially set at $3 per 
policy, is retained by the agent and no 
accounting thereof is made to the associa- 
tion.” 


OCCIDENTAL LIFE INSURANCE CO., 
LOS ANGELES, CAL. 
1921 Dividend Scale. 

The dividends payable by this company 
in 1921 are upon a higher scale than that 
published in “ Best’s Analyses,” 1921 edi- 
tion, pages 682-684. 

The increase in the scale was decided 
upon subsequent to advices to us stating 
that the 1921 scale was to be upon the 
same basis as that paid during the year 
1920. The current scale is indicated by 
the following illustration : 


$1,000 of Insurance. 
Ordinary Life. 
Age. 25 35 45 55 
Premium $20.93 $27.38 $38.69 $59.83 
Issue of 
4.66 6.84 
2.96 


2.12 


9.83 
4.48 6.91 
3.23 5.16 


20 Payment Life. 
$29.71 $36.22 $46.62 
5.71 7.17 9.15 11.69 
3.19 4.03 5.37 7.46 
2.02 2.57 3.54 5.27 


$65.23 


20 Year Endowment. 

$49.31 $51.23 $56.07 

11.61 11.75 12.16 

6.10 6.28 6.78 8.08 

3.61 3.78 4.27 5.58 

The company discontinued writing an- 

nual dividend policies subsequent to De- 
ecember, 1917. 


$69.37 
13.21 


ORDER OF THE IROQUOIS, BUFFALO, 
W.. ®. 
Report of Examination Reviewed. 

This fraternal beneficiary society was 
examined by the Insurance Department of 
New York as of September 30, 1920. 

The report, dated December 21, 1921 (filed 
December 29, 1920), in referring to the 





financial statement of the society at that 
time (September 30, 1920), in brief, states: 
Ledger assets $70,781 
Gross assets $73,445 
Total liabilities $3,305 
Surplus... $70,140 


Extracts from Examiner’s Comments. 
“ Organization and Plans. 

“The Order of the Iréquois was incor- 
porated February 16, 1898, under the pro- 
visions of the insurance law of New York 
State. There are at present four plans of 
insurance in force, viz.: Expectancy, Com- 
bination Benefit, Five-year Renewable 
Term and Graded plans. 


“ Expectancy Plan. 

“This plan was adopted for the benefit 
of the members of the National Provident 
Union, reinsured by this society in Decem- 
ber, 1909. None of these certificates have 
been issued since that date. There are 
now 9% in force representing insurance to 
the amount of $117,500. When a member 
insured under this plan dies prior to the 
expiration of his life expectancy at age of 
admission according to an adopted table, 
the remainder of the monthly assessments 
which he would have paid had he lived to 
the tabular age of expectancy are deducted 
from the amount of the certificate, the bal- 
ance being paid to the beneficiary as a 
death claim. 


“ Combination Benefit Plan. 

“This plan was adopted in 1913. It 
provides, in addition to the death benefit, 
for a payment of one-half the face of the 
certificate in case of permanent total dis- 
ability, such payment terminating the 
membership and cancelling the certificate; 
a disability benefit at age seventy, amount- 
ing to an annual payment of 10% of the 
face of the certificate, the member con- 
tinuing to pay his full assessments until 
ten annual payments have been made or 
until his prior death, when the balance due 
is paid to the beneficiary. The annual 
payments are not to exceed the amount of 
reserve accumulated under the certificate, 
according to the National Fraternal Con- 
gress Table of Mortality, with interest at 
4%. The maximum certificate issued un- 
der this plan is $3,000. 


“ Five-Year Renewable Term Plan. 

“This plan provides for death and 
permanent total disability benefits only 
and the maximum amount for which a 
certificate may be issued is $2,000. The 
total disability benefit is one-half the 
amount of the certificate, payment of same 
terminating the membership. The society 
discontinued the writing of business under 
this plan on July 1, 1919. 


“Graded Plan. 

“One or two, but not more, certificates 
may be issued to any one person under 
this plan. Each member in this class pays 
$1.50 per month for each certificate, the 
amount of the death benefit varying, ac- 
cording to age at entry, from $1,250 at 18 
to $350 at age 55. In addition to the death 
benefit a permanent total disability benefit 
and an old age disability benefit at age 
70 are provided, the payment in either case 
being 10% of the amount of the certificate. 


-presumably will be 





“ Readjustment of Rates. 

“From the date of its organization in 
1898 up to 1913 the rates paid by members 
were inadequate and, as of July 1, 1913, 
new rates based upon the National Fra- 
ternal Congress Table of Mortality were 
adopted. Beginning with said date all 
members were required to pay the new 
rates, but the same were applied to old 
members at the original ages of admission 
into the society. As of September 1, 1919 
another readjustment was made and all 
members admitted prior to July 1, 1913, 
were raised to the rates applicable at at 
tained age nearest birthday, September 1, 
1919. 

“The readjustment in 1913 resulted in a 
loss of about 500 members, and in Septem- 
ber, October and November, 1919, the net 
loss in membership was 484. 

“The actuary employed by the society 
reported as of December 31, 1919, an 
actuarial solvency of 143.08%, which is 
an excellent condition except for the fact 
of the present small membership.” 


PHOENIX MUTUAL LIFE INSURANCE 
COMPANY, HARTFORD, CONN, 
Broadens Its Disability Clauses. 

This company recently put out new dis- 
ability clauses as follows: 


A 
Provision for Waiver of Premium in the 
Event of Permanent Total Disability. 


B 
Provision for Monthly Life Income and 
Waiver of Premium in the Event of 
Permanent Total Disability. 
The principal extracts being as follows: 


A 

“In consideration of the application 
herefor, which is made a part of this con- 
tract and a copy of which is attached 
hereto, and of a premium of , pay- 
able —, in addition to and togethe1 
with the premium provided for under this 
policy, until the insured hereunder attains 
the age of sixty years, or until the 
premiums under this policy are fully paid, 
if prior thereto, the following disability 
benefits are hereby made a part of this 
policy. 

“If, while this policy is in force and 
there is no default in payment of any 
premium hereunder or under this policy, 
due proofs shall be received at the Home 
Office of the company that the insured 
hereunder, before attaining the age of sixty 
years, had become totally disabled through 
sickness or accident, so that he is then and 
thereby permanently 
incapacitated from engaging in any gainful 
occupation, the company will waive each 
subsequent premium hereunder and under 
this policy as it shall become due, and the 
amount of insurance, non-forfeiture values 
and dividends hereunder will be the same 
as if the premiums so waived were paid in 
eash, and if dividends had been used to 
reduce premiums they will be paid to the 
insured or assigns in cash. 

“While the premiums are being so 
waived no deposits in any premium deposit 
fund hereunder will be accepted by the 
company, and no part of such fund will be 
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applied for the purpose of conversion ex- hereunder, before attaining the age of vision it is understood that such total dis- 
cept on satisfactory request from the sixty years, had become totally disabled, ability will be presumed to be permanent 
owners of this policy. | through sickness or accident, so that he is whenever it has existed continuously for a 









“Without prejudice to any other pro- then and presumably will be thereby per- period of at least six months and further- 
vision it is understood that such total | manently incapacitated from engaging in more that the total and permanent loss of 
disability will be presumed to be per- | any gainful occupation, the company will the use of both hands or of both feet, or of 








manent Whenever it has existed continu- | during the lifetime of the insured and | one foot and one hand, or of the sight of 

ously for a period of at least six months, while such total disability continues, waive | both eyes, shall constitute permanent total 

and furthermore that the total and per- each subsequent premium hereunder and | disability within the meaning of the above 
| 


manent loss of the use of both hands, or under this policy as it shall become due, provision.” 
of both feet, or of one foot and one hand, and, beginning at the date of receipt of Both clauses also provide for the usual 
or of the sight of both eyes, shall consti- | such proof of disability, will pay to the requirements as to “proof of disability 






















tute permanent total disability within the | insured a monthly income of dollars. | and recovery from disability,” “ provisions 
meaning of the above provision.” “While the premiums are being so | may be discontinued” and the “effect of 
waived no deposits in any premium de- | military or naval service.” 
B posit fund hereunder will be accepted by | 
“In consideration of the application | the company, and no part of such fund | 
herefor, Which is made a part of this con- will be applied for the purpose of conver- | 
tract and a copy of which is attached sion except on satisfactory request from 
hereto, and of a premium of ———, pay- | the owners of this policy. WESTERN NATIONAL LIFE INSUR- 
able -, in addition to and together “Upon the death of the insured or at 





ANCE COMPANY, CHEYENNE, WYO. 
This company reinsured as of February 
17, 1921, the business of the’ Colorado Life 


with the premium provided for under this | maturity the policy will be payable in ac- 
policy, until the insured hereunder attains cordance with its terms without deduction 
the age of sixty years, or until the | on account of any payments made or Insurance Company of Denver, Colo. 
premiums under this policy are fully paid, premiums waived by the company under The amount of insurance taken over was 
if prior thereto, the following disability | these disability provisions. The non-for- $1,285,300, life; $957,800, accidental death, 
benefits are hereby made a part of this feiture values and dividends thereunder and $953,000, disability. 
policy. will be the same as if the premiums so The company will carry out all of the 
“If, while this policy is in force and waived were paid in cash and if dividends provisions of the Colorado Life policies, 
there is no default in payment of any | had been used to reduce premiums they and it is extending its business to cover 
premium hereunder or under this policy, | will be paid to the insured or assigns in health and accident lines, and will do 
due proof shall be received at the Home | cash. ; general health and accident business, as 
Office of the company, that the insured | “Without prejudice to any other pro- soon as policy forms can be completed. 
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BEST’S ANALYSES _ |! 
1921 a. 
This Most Serviceable Publication 


recently off the press, contains (besides a very full analysis of policy forms 
and most complete dividend illustrations 1921 scale): 


LUTE 








Premium Rates 
Even ages 20 to 56 participating and non-participating plans. 


Cash Values 


End of 3, 5, 10, 15 or 20 year on whole life, 20 pay life and 
20-year endowment forms. 
















All Companies -- American and Canadian 
Maximum amount written on a single life and reserve basis shown. 


Group Insurance Section 
contains minimum basic premium rates, company’s practices, policy pro- 
visions, dividend comments and other useful information. 











Miscellaneous Tables 


of unusual interest includes (net) single and annual premiums based on the 
various modifications of reserves. 





This volume, handsomely bound (pocket size, 514” x 34%” x 5¢”) has 794 
pages of concrete information arranged compactly and so simply that it is 
immediately available and helps instead of confuses the solicitor. 


Price Per Single Copy $2.00 
(Reduced rates for quantity orders.) 


See that we have full shipping directions. 


ALFRED M. BEST CO., Inc. 75 Fulton St., New: York 





